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WEDNESDAY, APRIL 24, 1957 


Houses or REPRESENTATIVES, 
SuBcoMMITTEE No. 5 on DisTrRIBUTION PROBLEMS OF THE 
Serect Committee To Conpuctr a Srupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Los Angeles, Calif. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in the 
courtroom, 16th floor, United States Post Office and Courthouse 
Building, Hon. James Roosevelt (chairman of the subcommittee) 
presiding. 

Present: Representatives Roosevelt, Steed, Brown, and Hosmer. 

Also present: Joseph L. Nellis, special counsel; Justinus Gould and 
Patrick Murray, assistant counsel. 

Mr. Roosrvetr. The committee will please be in order. 

Before we start this morning, I would like to introduce the members 
of the committee who are present. On my right is the Honorable 
Tom Steed of Oklahoma. Next to him is the Honorable Charles 
Brown of Missouri. On my left is my good fellow Californian, the 
Honorable Craig Hosmer, and next to him is the committee counsel, 
Mr. Nellis. 

We are here as Subcommittee No. 5 of the House Select Committee 
on Small Business. Of course we are pleased to be in Los Angeles, 
which happens to be the home territory of both my colleague, Con- 
gressman Hosmer, and myself. We are happy to note the attend- 
ance of my colleagues who are present, and we hope and expect that 
a little later on our colleague Congressman McDonough will also 
join us for part of the hearings. 

There will be present during the hearings also the other members 
of the committee staff, Mr. Murray and Mr. Gould, and as probably 
most of you know, the Honorable Wright Patman of Texas is the 
chairman of the full committee, and the Honorable William S. Hill 
of Colorado is the ranking minority member. 

This subcommittee has the duty, under House Resolution 56, 85th 
Congress, Ist session, of investigating the situation in petroleum 
marketing as it affects the interests of small business. 

I think I should make it plain that we are not a legislative com- 
mittee, but we may recommend legislation to the appropriate stand- 
ing committees of the House. In particular we have been seekin 
to develop information with regard to the factors which have impeded 
or are likely to impede the normal operations, growth, and develop- 
ment of the potentialities of small business people who have to do 
with the marketing of petroleum and allied products. 
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In effectuating the duty of which I speak, the subcommittee held 
hearings in Washington on April 11, 12, and 13, and in Denver, Colo., 
on April 16. This is the second of our major field hearings which 
will take us this month and next to Chicago, Houston, Cleveland, and 
possibly St. Louis. In this manner we will obtain a truly national 
icture of the new developments in petroleum marketing and will 

able to evaluate the various pieces of information which have been 
presented to us. 

In the Washington hearings the subcommittee took testimony 
from a great number of persons in and out of Government for the 
purpose of discovering current marketing facts and practices as well 
as the views of qualified persons upon proposed legislative and non- 
legislative remedies. In Denver our hearings concentrated upon three 
major phases of distribution: (1) Current practices which tend to 
repress the economic freedom of independent small-business men; 
(2) we looked into what the causes are and the effects and the results 
of price wars; (3) the financial interrelation of major oil suppliers 
and their wholesale and retail distributors. As to these matters I 
am certain that those who attended will agree that the subcommittee 
received much sworn information of value. 

Our public hearings in Los Angeles, which begin today and con- 
tinue through tomorrow and Friday, will concentrate upon the follow- 
ing major subjects: 

1. Would the building of a new, independent pipeline from the 
Permian Basin in Texas to California increase supplies and thus 
permit a greater participation in petroleum marketing by small busi- 
ness people? 

I will have to ask the member of the press if he will desist from 
taking any pictures while the committee is in session. That happens 
to be the rule of the House which we have to enforce. 

Would it result in lower consumer prices and a sure civilian supply 
in time of military emergency ? 

2. Do the activities of major and minor suppliers in undersellin 
their own distributors constitute unfair competition? Allegations o 
repressive practices by suppliers whose distributors and lessees com- 
pete with them, and with the unbranded, multiplepump operator, will 
be gone into. 

3. Are independent automotive equipment wholesalers inhibited 
in their attempts to sell equipment to dealers by the activities of 
petroleum suppliers in furnishing such equipment at substantial dis- 
counts ? 

4. Why are there fewer independent refiners in business in this 
area today than at any time in the last 10 years? 

5. Is the small-business man in a position to obtain equity and 
working capital from private sources other than his suppliers ? 

6. What effect has all of this on the public interest and that of the 
consumer ? 

It is necessary to repeat, I think, that if testimony is presented that 
reflects adversely upon any person, firm, or corporation, it is the 
policy of the committee to afford time for the testimony of that 
person, firm, or corporation in explanation, refutation, or for any 
other pertinent reason. Any person desiring to submit relevant sworn 
material for the record should communicate with the committee 
council, who will examine the material and advise the committee. 
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I want to emphasize, as I have in the past, that this committee is in 
no way a punitive committee. It is seeking information, and, after 
receiving information, it then, of course, becomes our duty to evaluate 
it. 

I am inserting at this point, for the record, supplement No. 1 to 
the Government's complaint in the West Coast antitrust case. 


UNITED STATES DISTRICT COURT, SOUTHERN DISTRICT OF 
CALIFORNIA, CENTRAL DIVISION 


Civil No. 11584—C 


United States of America, Plaintiff, v. Standard Oil Company of California; 
Shell Oil Co.; the Texas Co.; Richfield Oil Corp.; General Petroleum Corp.; 
Tide Water Associated Oil Co.; Union Oil Company of California; and the 
Conservation Committee of California Oil Producers, Defendants 


SUPPLEMENT No, 1 TO OUTLINE OF PLAINTIFF’S CONTENTIONS 


Pursuant to oral authorization by the court during the course of the pretrial 
hearing on January 14, 1957, plaintiff hereby supplements the outline of 
plaintiff’s contentions filed herein on January 10, 1957, by the addition of the 
following section: 


IX. PLAINTIFF'S CONTENTIONS AS TO THE EFFECTS OF THE AGREEMENTS, 
COURSES OF ACTION, AND ACTIVITIES OF DEFENDANTS 


(147) The ultimate effect of the agreements, courses of conduct, and activities 
of the defendants was attainment and exercise by defendants of the power to 
control the supply, distribution, and prices of crude oil and refined petroleum 
products, and suppression and elimination of competition among themselves and 
with others in the attainment and exercise of that power. 

(148) Some of the many and vicissitous means which were used by the de- 
fendants to achieve this ultimate effect had their initial effects at the crude oil 
level; some at the refining level: some at the transportation level; some at the 
product marketing level; and some at two or more levels. Since this is a highly 
integrated industry, anything which affects one level of the industry necessarily 
affects all other levels. The interrelationship of activities affecting each level, 
their effects upon other levels, and the cumulative effects of all defendants’ 
activities upon the entire industry, are matters with which plaintiff’s case is 
concerned. 

(149) Plaintiff hereinafter first describes the effects of defendants’ activities 
on each of the four levels of the industry: (a@) Crude oil supply, distribution, 
and prices; (b) the refining or manufacture of petroleum products; (c) the 
transportation of crude oil and refined petroleum products; and (d@) the market- 
ing and prices of petroleum products. Plaintiff then describes briefly the 
cumulative and ultimate effect of all of said activities upon the entire trade and 
commerce in crude oil and refined petroleum products in the Pacific States area. 


A. CRUDE OIL SUPPLY, DISTRIBUTION, AND PRICES 


(150) The crude oil curtailment program initiated in 1936 reduced the supply 
of crude oil available for refining below that which otherwise would have existed. 
This reduction in total supply reduced the supply of crude oil available for 
purchase by independent refiners, who rely more heavily on purchased crude 
oil to meet their requirements than do the defendant oil companies. 

(151) The production by defendant oil companies of half of the total supply 
of crude oil, the purchase by defendants of most of the remaining supply, and 
the refusal by defendants to sell crude oil to independent refiners, further 
reduced and limited the supply of crude oil available to independent refiners. 

(152) The use made by defendant oil companies of their control over facilities 
for low-cost transportation of crude oil, including the use of crude oil exchange 
agreements, discussed hereinafter in subsection C, enabled defendants to in- 
crease their purchases of crude oil from independent producers. This further 
reduced the supply of crude oil available to independent refiners. The use made 
by defendants of their control over crude oil prices to reduce the total supply 
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of crude oil below the level established through defendant conservation com- 
mittee, hereinafter discussed, further reduced and limited the supply of crude 
oil available to independent refiners. 

(153) These reductions in the supply of crude oil available to independent 
refiners, together with other factors hereinafter discussed in subsection B, re- 
sulted in the elimination of many independent refiners, a reduction in the refining 
capacity of independent refiners relative to that of defendants, and inability of 
independent refiners to materially increase their crude oil consumping capacity. 

(154) These effects have further increased the difficulty of independent re- 
finers in obtaining crude oil from independent producers, because they have 
caused uncertainty on the part of independent producers as to the ability of 
independent refiners to survive, pay their bills, provide convenient and perma- 
nent low-cost transportation, and to provide an assured continuous future market 
for crude oil. This has caused many independent producers to sell their crude 
oil to defendants rather than to independent refiners, which further increased 
control by said defendants over the supply of crude oil. The practice of said 
defendants of entering into long-term crude oil purchase contracts with inde- 
pendent producers, particularly with large producers, effectively excluded inde- 
pendent refiners from an opportunity to compete for the purchase of crude oil 
from these independent producers during the term of said contracts, thereby 
still further increasing control by defendant oil companies over the supply of 
crude oil. 

(155) The crude oil curtailment program initiated in 1936 enabled defendant 
companies to increase and stabilize crude oil prices. Their agreement to estab- 
lish, maintain, and adhere to uniform and noncompetitive crude oil prices elimi- 
nated crude oil price competition among and between defendant oil companies 

(156) The reduction in the relative ability of independent refiners to utilize, 
and thus to purchase, crude oil had the effect of eliminating their ability to 
affect the price structure on crude oil. Since independent refiners can utilize 
only about one-tenth of the total supply of crude oil, defendant oil companies 
constitute the only market for nine-tenths of the total supply. Approximately 
four-fifths of the crude oil produced by independent producers must be sold to 
defendant oil companies at the prices established by them, regardless of the 
prices offered by independent refiners . 

(157) The agreement of defendant oil companies to fix and adhere to uniform 
and noncompetitive prices, their production of half of the total supply of crude 
oil, and their power to exclude others from competing for the purchase of four- 
fifths of the remaining supply, have eliminated all price competition in the 
distribution of nine-tenths of the total supply of crude oil. As a result, defend- 
ant oil companies have secured and have exercised the monopoly power to fix 
and control crude oil prices. 

(158) The power of defendant oil companies to control crude oil prices, and 
their power to control the prices of refined petroleum products, discussed here- 
inafter in subsection D, have enable defendants to increase crude oil prices to 
levels above those at which independent refiners could buy crude oil and still 
make a profit from their refining operations. This control over prices has been 
used by defendant oil companies to increase the quantity of crude oil pur- 
chased by them from independent producers, thereby increasing their control 
over the supply of crude oil. 

(159) This power to control crude oil prices, and their exclusive access to 
nine-tenths of the total supply of crude oil, have enabled defendants to control 
the volume of production of crude oil in “settled” fields and pools, which have 
been exempted from production control through defendant conservation com- 
mittee. The acts of defendants in 1949 in making reductions in prices for 
heavy crude oil, amounting in some instances to a 50 percent reduction, resulted 
in the closing down of thousands of heavy oil wells, and a substantial reduction 
in the volume of production of heavy oil in settled fields and pools exempted 
from the curtailment activities administered by the defendant conservation 
committee. 

(160) The limitation of crude oil production from new wells and pools had 
the effect of discouraging and reducing drilling and exploration by noninte- 
grated producers. The increased payout period required to compensate for 
the heavy expense of exploration and successful drilling increased the risk to 
the independent producer working with limited capital. Nonintegrated pro- 
ducers who are entirely dependent upon production and sale of erude for income 
were more directly affected by the risks so created than were the defendants 
whose income was not derived from the sale of crude oil. 
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(161) Independent producers have been deprived of an opportunity to bar- 
gain with defendants in the establishing of crude oil prices, and have had to 
accept the prices fixed by defendant oil companies in order to sell their crude to 
defendants, who constituted the only market for four-fifths of the total amount 
of crude produced by independent producers. 

(162) Plaintiff contends that the conspiracy and monopolistic activities of 
deefndants have had the effects of: (1) curtailing and restricting the production 
of crude oil in the Pacific States area; (2) reducing the supply of crude oil 
available for use by independent refiners; and (3) stabilizing prices for crude 
oil at levels desired by defendants by eliminating price competition among them- 
selves and eliminating the ability of independent refiners and producers to dis- 
turb or affect said stabilized price structure. The aforesaid effects have re- 
sulted in monopoly control by defendants over the supply, distribution, and prices 
of crude oil in the Pacific States area. Said monopoly control has helped to 
suppress and eliminate competition in, and to effectuate and maintain monopoly 
control by defendants over, the refining, transportation, and marketing levels 
of the industry. 


B. REFINING OR MANUFACTURE OF PETROLEUM PRODUCTS 


(163) Plaintiff's contentions concerning the effects of the conspiracy and 
monopolistic activities of defendants at the refining level of the industry are 
predicated in part on certain economic realities, which are set forth to make 
more understandable plaintiff's contentions as to effects. The ability of a refiner, 
like any other manufacturer, to prosper and grow is affected by several important 
factors, including access to and cost of raw materials, the efficiency of his opera- 
tions and the quality of his products, access to a market, and the price at which 
his products can be sold. 

(164) A refiner must be able to secure enough crude oil to operate his re- 
finery at an efficient level. In order to raise or risk the capital necessary to 
increase refinery capacity, a refiner must have reasonable expectation that he 
can secure sufficient additional crude oil to supply his increased requirements 
for a long enough period to pay out on the investment. 

(165) Since the cost of crude oil is a very important part of the total refining 
cost, the amount which a refiner pays for crude oil, including the cost of trans- 
portation to his refinery, cannot consistently be substantially higher than that 
of his competitors. 

(166) He must keep his refinery in reasonably efficient operating condition 
and must be able to improve the quality of his products in order to remain 
competitive. To raise or risk the capital necessary to modernize his refinery 
and improve the quality of his products, he must have the same expectations 
as to supply and cost of crude oil as are necessary to expand refinery capacity. 

(167) A refiner must be able to market a sufficient quantity of his products 
to make his refinery operations profitable. Access to a market, and the size 
of the market, depend upon the cost and availability of transportation from 
the refinery to the market as compared with the cost of transportation to his 
competitors, and upon the availability of wholesale and retail outlets. The 
price at which a refiner can sell his products in any market must be sufficient 
to pay for the cost of crude oil and of refining, transportation, and distribution 
of his products. 

(168) In order to raise or risk the capital necessary to modernize or increase 
refinery facilities, a refiner must have reasonable expectation that he will be 
able to increase his market and to secure regular and dependable outlets for 
the sale of a sufficient quantity of his products at a sufficient profit to pay out 
on his investment. Thus, ability to modernize or increase refining capacity 
depends not only upon access to a sufficient supply of crude oil but also upon 
availability of wholesale and retail outlets, cost and availability of transportation, 
and the price at which his products can be sold. 

(169) The control by defendants over the supply, distribution, and price of 
crude oil, and the use made by defendant oil companies thereof, discussed in 
the preceding section A, have reduced and limited the supply of crude oil 
available to independent refiners, and have thereby limited, and in many instances 
have eliminated, the ability of independent refiners to increase their refining 
capacity and to maintain and operate existing capacity. Said control and 
the use made thereof by defendant oil companies have increased the cost of 
crude oil to independent refiners. Independent refiners have been forced to 
pay prices of bonuses for crude oil over the prices offered and paid by de- 
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fendant oil companies, which has increased the cost of crude oil to independent 
refiners over the cost of crude oil to defendant oil companies. This has further 
limited the ability of independent refiners to expand, and to maintain. their 
refining operations. 

(170) Defendant oil companies’ control over crude oil transportation facilities, 
and the use made thereof, discussed in the following subsection C, have fur- 
ther reduced and limited the supply of crude oil available to independent re- 
finers and have further increased the cost thereof compared to the cost of 
crude oil to said defendants. 

(171) Defendant oil companies’ control over product transportation facilities, 
and the use made thereof, discussed in the following subsection C, have limited 
the access of independent refiners to markets distant from their refineries, which 
are served by pipeline, or marine terminal and tanker facilities of defendants. 

(172) Defendant oil companies’ control over wholesale and retail outlets and 
the prices of refined petroleum products, and the use made thereof, discussed 
hereinafter in subsection D, have foreclosed independent refiners from access 
to markets and outlets which otherwise would have been available to in- 
dependent refiners, and have narrowed and reduced the margin of independent 
refiners between the cost of crude oil'and the return to them from the sale 
of their refined petroleum products. 

(173) Defendant oil companies used their power to control crude oil. and 
product prices to increase crude oil prices without a corresponding and propor- 
tionate increase in the prices of refined petroleum products, thereby reducing 
the margin of profit of independent refiners and in some instances eliminating 
said profit. The margin of profit of independent refiners was reduced more 
by this price squeeze than that of defendant oil companies, since independent 
refiners depend to a higher degree upon purchased crude oil for their refinery 
operations than do defendant oil companies, who produce over half of their 
crude oil requirements. In addition, said defendants are better able financially 
to bear a temporary reduction in profits from refinery operations than are 
independent refiners, whose financial resources are limited. 

(174) The ability of independent refiners to improve their refining facilities 
and the quality of their products, especially gasoline, was reduced and impaired 
because of the aforesaid monopoly power and the use made thereof. 

(175) The acquisition by certain defendants of refineries or refining capacity 
of independents further reduced independent refining capacity, and has helped 
to enhance and maintain monopoly control by defendants over the refining of 
petroleum products. 

(176) Agreements between certain defendants and refiners, whereby said de- 
fendants have acquired control over refined petroleum products produced by 
said independent refiners, or control over the operation or management of 
part or all of the refining facilities of independent refiners, have helped to 
enhance and maintain monopoly control by defendants over the refining of 
petroleum products. 

(177) Agreements between certain defendants and independent refiners, 
whereby said defendants have supplied gasoline or other refined petroleum prod- 
ucts to said independents, resulting in the closing down or dismantling by said 
independent refiners of part or all of their productive capacity, have helped to 
enhance and maintain monopoly control by defendants over the refining of 
petroleum products. 

(178) As a result of the position of monopoly power and activities of defend- 
ants above discussed, the number of independent refiners was reduced from 
42 in 1936 to 34 in 1950; the percentage of refining capacity controlled by de- 
fendants was increased from 81 percent in 1936 to 85 percent in 1950. This trend 
has continued and has accelerated since 1950. In 1954, defendant oil com- 
panies controlled 89 percent of the refining capactity, and the percentage of 
capacity controlled by independents has been reduced from 18 percent in 1936 
to only 11 percent in 1954. Between 1941 (the earliest year for which plaintiff 
has complete figures) and 1949 (the latest year for which figures are available), 
the production of gasoline by independent refiners was reduced from 17 percent 
to 11 percent of the total production of gasoline in the Pacific States area. 

(179) Those independent refiners who still remain in existence live at the 
sufferance of defendant oil companies, who have the power to reduce the supply 
and increase the cost of crude oil to independents, to deny them the use of facili- 
ties for low-cost transportation of crude oil and refined petroleum products, to 
limit and restrict the markets and outlets available to independent refiners, and 
to control the prices at which their products can be sold, and thereby to control 
the volume of production of refined petroleum products of said independents. 
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(180) Defendant oil companies, as the cumulative result of the effects above 
discussed, have attained monopoly power to control the refining of crude oil and 
to suppress and eliminate competition at the refining level of the industry. This 
monopoly control over the refining level of the industry has helped to suppress 
and eliminate competition in, and to effectuate and maintain monopoly control 
by defendants over, the crude oil, transportation, and marketing levels of the 
industry. 


C. TRANSPORTATION OF CRUDE OIL AND REFINED PETROLEUM PRODUCTS 


(181) In paragraphs 30 to 34 in section III, and paragraphs 112 to 135 in 
section VIII of this outline of plaintiff’s contentions, plaintiff has set forth some 
of the effects of activities of defendants relating to the transportation of crude oil 
and refined petroleum products. Additional effects are hereinafter set forth, 
with such references to background facts and previously stated effects as are nec- 
essary to provide a clearer understanding of plaintiff’s contentions. 

(182) The ownership and control by each defendant of crude-oil pipelines serv- 
ing fields and areas which are not served by pipelines or water-transportation 
facilities of others result in a substantial competitive advantage to said defendant 
over other refiners in the acquisition of crude oil from said fields and areas be- 
cause of savings in transportation cost. It further results in ability or power of 
said defendant effectively to exclude all other refiners, whose refining facilities 
are located more than 50 miles away from said fields or areas, from an opportunity 
to compete with said defendant in the acquisition of crude oil from said fields or 
areas. 

(183) The ownership and control by certain defendants of water-transportation 
facilities serving fields and areas which are not served by pipelines or water- 
transportation facilities of others results in a substantial competitive advantage to 
said defendants over other refiners in the acquisition of crude oil from said fields 
or areas because of savings in transportation costs. It further results in ability 
or power of said defendants effectively to exclude all other refiners, whose refining 
facilities are located more than 50 miles away from said fields or areas, from an 
opportunity to compete with said defendants in the acquisition of crude oil from 
said fields or areas. 

(184) The pooling by defendant oil companies of their respective transporta- 
tion facilities for the reciprocal use of each of them, by entering into crude oil 
exchange agreements and transportation agreements, has enabled all of said 
defendants to share in the competitive advantage of each defendant resulting 
from ownership or control over facilities for low-cost transportation of crude 
oil. This pooling of transportation facilities has enabled each of said defendants 
to participate in the acquisition of crude oil in each field and area served by 
crude-oil pipelines of or water-transportation facilities of any other defendant, 
and to share the benefits resulting from foreclosure of independent refiners from 
an opportunity to compete in the acquisition of crude oil from said fields and 
areas. 

(185) The policy and practice of said defendants of freely and continuously 
granting to each other the competitive benefits of their respective ownership 
and control of facilities for low-cost transportation of crude oil, and of denying 
said benefits to independent refiners, except in relatively few instances when it 
was to the advantage of a defendant to enter into a crude oil exchange agree- 
ment with an independent refiner, has had the effect of conferring upon defend- 
ants collectively a cumulative competitive advantage over independent refiners 
greater than that which each defendant had by reason of his own transportation 
facilities. 

(186) The ownership or control by said defendants of all of the facilities for 
low-cost transportation of crude oil from the San Joaquin Valley and the coastal 
regions, and their pooling of said facilities, enable all of the defendants to 
participate in the acquisition or use of crude oil produced in said areas, and 
to secure the benefits of savings in transportation costs resulting from the use 
of transportation facilities of those defendants having such facilities. Said 
ownership and control of said transportation facilities enabled said defendants 
to exclude other refiners located outside of said areas from competing for the 
acquistion of crude oil in said area. 

(187) The ownership or control by said defendants of all of the facilities for 
low-cost transportation of crude oil in the Los Angeles Basin and their pool- 
ing of said facilities had the effect of conferring upon each defendant an advan- 
tage over most independent refiners in the cost of acquiring and utilizing crude 
oil produced in the Los Angeles Basin. 
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(188) Control by said defendants over facilities for the low-cost transporta- 
tion of crude oil and their pooling of these facilities through exchange agreements 
and transportation agreements has enabled each defendant to acquire crude 
oil in fields and areas which, except for said pooling, would be competitively 
inaccessible to some of said defendants. This has had the effect of depriving 
independent refiners, located closer to said fields or areas than some of all of 
the defendants, of an advantage in transportation costs because of their location, 
and has enabled defendants to increase their acquisition of crude oil produced 
in said fields or areas. This has increased the control of defendants over the 
supply of crude oil and has reduced the supply of crude oil available to independ- 
ent refiners. 

(189) The pooling by said defendants of their facilities for low-cost trans- 
portation of crude oil has reduced the cost of crude oil to said defendants, 
thereby resulting in a substantial competitive advantage over independent reiiners 
who have been unable to avail themselves of this saving in cost. 

(190) The increased control by defendants over the supply of crude oil, and 
their cost advantages over independent refiners, resulting from defendants’ 
control and pooling of facilities for low-cost transportation of crude oil, have 
enhanced control by defendant oil companies over the refining level of the 
industry. 

(191) Although independent refiners have been able to enter into crude oil 
exchange agreements with defendant oil companies when it has been to the 
advantage of said defendants to make such exchanges, the uncertainty as to 
future continuance of said agreements or the ability of the independent refiners 
to depend upon exchange agreements with defendants to provide an assured 
future supply of crude oil on a long-term basis, has had the effect of discouraging 
and preventing independent refiners from increasing their refining capacity. 

(192) Control by defendants over facilities for the low-cost transportation of 
crude oil from fields distant from the refining facilities of independent refiners 
has had the effect of causing independent producers in those fields and areas 
to depend upon said defendants as an outlet for their crude. This has enabled 
said defendants to require said producers to accept production-curtailment pro- 
visions in purchase contracts, requiring adherence by said producers to pro- 
duction quotas established by defendants through defendant conservation com- 
mittee. This has assisted in defendants’ control over the supply of crude oil. 

(193) The inclusion by defendant oil companies in exchange agreements of 
provisions eliminating crude oil produced in excess of quotas from the scope of 
the exchange had the effect of enforcing the production-curtailment program 
and thus increasing defendants’ control over the supply of crude oil. 

(194) The ownership and control by each defendant oil company of facilities 
for the pipeline or water transportation of refined petroleum products from 
refineries to markets results in a substantial competitive advantage to said de- 
fendant in the cost of transportation of said products to markets which are 
not served by pipeline or water-transportation facilities of other refiners. Be- 
eause of this fact, refiners who do not own or have access to product pipelines 
or water-transportation facilities cannot effectively compete in markets distant 
from their refineries, if said markets are served by pipeline or water-trans- 
portation facilities owned or controlled by a defendant. 

(195) The ownership and control by each defendant of facilities for the 
storage and distribution of petroleum products results in a substantial advan- 
tage to said defendant over other refiners in the cost of distribution of petroleum 
products in markets in which said other refiners do not have storage and dis- 
tributiton facilities. Because of this fact, refiners who do not own or have ac- 
cess to storage and distribution facilities in markets distant from their refineries 
cannot effectively compete in said markets. 

(196) The pooling by defendant oil companies of their respective product 
pipeline and water-transportation facilities and of storage and distributiun 
facilities, by product exchange and transportation agreements, has enabled all 
of said defendants to share in the competitive advantage of each defendant re- 
sulting from ownership or control over said facilities. This pooling of product 
transportation and distribution facilities has ensbled each of said defendants 
to participate in the markets served by said facilities of each other defendant, 
and to share in the cost savings resulting from the ownership or control by 
any defendant of said facilities in any market. 

(197) Specific competitive advantages resulting to defendants from this 
pooling of product transportation and distribution facilities have been set forth 
in paragraphs 123 to 132 of this outline of plaintiff’s contentions. 
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(198) Because independent refiners do not own or control product pipelines 
or marine terminal and tanker transportation facilities, they cannot participate 
in markets distant from their refineries which are served by these types of 
facilities of defendants, unless they can secure access to said defendants’ facil- 
ities. 

(199) The policy and practice of said defendants of freely and continuousely 
granting to each other the competitive benefits of their respective ownership 
and control of facilities for low-cost transportation and distribution, while 
generally denying said benefits to independent refiners, has had the effects of 
enabling each defendant to participate in markets which it otherwise could not 
reach or competitively serve, and of excluding independent refiners from access 
to said markets. 

(200) The monopoly control by defendants over facilities for low-cost trans- 
portation and distribution of their products to numerous points in California 
and to the States of Oregon and Washington, and the use made by defendants 
of said monopoly control, has excluded independent refiners from access to 
markets in said localities. 

(201) The exclusion of independent refiners from said markets has limited and 
impaired the ability of independent refiners to increase their refining capacity 
and to disturb or affect the prices for petroleum products in said markets, thereby 
enhancing and promoting control by defendants over the supply and prices of 
petroleum products. 

(202) The pooling of defendants’ facilities for the low-cost transportation of 
crude oil and refined petroleum products, and their facilities for the distribution 
of refined petroleum products, has strengthened the bonds of mutual interest 
among said defendants by making them interdependent rather than competitive 
in the acquisition of crude oil and the sale and distribution of refined petroleum 
products, thereby facilitating their common action in other matters of interest to 
them. Said.pooling activities have assisted in carrying out the agreements of 
defendants to fix and establish uniform and noncompetitive prices for crude oil 
and for the sale of refined petroleum products, since a defendant who depends 
upon the use of the transportation facilities of another defendant for access to 
crude oil in a given field, or for access to a given market, would not jeopardize 
the benefits from the use of said facilities by quoting or paying higher prices for 
crude oil or selling his products at lower prices than those of the defendant who 
owns or controls said facilities. 

(203) Since pipelines and water transportation facilities are expensive to 
construct and maintain, and since their successful operation requires a large and 
assured supply of crude oil or products and large and assured outlets for said 
erude oil or products, the activities of defendants in curtailing and controlling 
the supply, distribution, and price of crude oil, discussed in subsection A, the 
monopoly control by defendants over the refining level of the industry, discussed 
in subséction B, and the monopoly control by defendants over the marketing and 
price of petroleum products, discussed in subsection D, have resulted in preventing 
and discouraging the construction by independent refiners of pipelines and 
water transportation facilities. This has had the effect of promoting, furthering, 
and maintaining monopoly control by defendants over facilities for the low cost 
transportation of crude oil and refined petroleum products. 

(204) As a result of the effects above discussed, defendant oil companies have 
attained and preserved monopoly control over facilities for the low-cost trans- 
portation of crude oil and refined petroleum products. They have exercised 
this monopoly control to assist in the suppression and elimination of competition 
in, and monopoly control by defendants over, the crude oil, refining, and marketing 
levels of this industry. 


D. MARKETING AND PRICES OF PETROLEUM PRODUCTS 


(205) The marketing of refined petroleum products is more sensitive and imme- 
diately susceptible to changes in general economic conditions and other market 
factors than are the other levels of the industry. Therefore, the programs and 
means employed by defendant oil companies to carry out the conspiracy to re- 
strain competition and to secure monopoly control over the marketing and prices 
of petroleum products have varied and evolved as the general market conditions 
and other factors have changed. 

(206) The agreement among defendant oil companies to fix and establish uni- 
form and noncompetitive wholesale and retail prices for the saie of refined 
petroleum products eliminated price competition at the wholesale level among 
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and between said defendants, and suppressed and eliminated price competition 
between the products of said defendants at the retail level. 

(207) The gasoline purchasing program in effect from 1936 to 1939 had the 
effect of (a) reducing the quantity of gasoline marketed by independent refiners, 
thereby causing them to depend upon defendant vil companies as outlets for 
some of the gasoline produced by said independents instead of maintaining and 
expanding their wholesale and retail outlets; (0) enabling said defendants to 
control the marketing of substantial quantities of gasoline produced by inde- 
pendent refiners, thereby removing it from competition with their own products; 
(c) assisting in the maintaining and policing of wholesale and retail prices 
established by said defendants; and (d@) reducing the quantity of gasoline avail- 
able for purchase and resale by wholesale and retail outlets not controlled by said 
defendants. 

(208) The use made by defendant oil companies of inactive trade practice 
rules, and the activities of the Regional Code Compliance Committee and Fair 
Practice Association (Petroleum Products), had the effect of requiring and caus- 
ing retail dealers to conform and adhere to uniform increased prices fixed by 
said defendants, and of helping to stabilize wholesale prices at levels fixed and 
agreed upon by said defendants. 

(209) The moratorium agreement, whereby no defendant would supply or 
solicit business from an outlet being supplied by another defendant, and the 
agreed upon ban on split pump stations, had the effect of strengthening defend- 
ant oil companies’ control over retail prices of gasoline and other products. 
These agreements had the further effect of restricting the competition of inde- 
pendent refiners by foreclosing their access to wholesale and retail outlets and 
thus shrinking their available markets. Wholesale and retail outlets were 
required to deal exclusively in the products of a defendant oil company or assume 
the risks of obtaining their entire requirements of petroleum products from 
independent refiners, over whose operations defendant oil companies had mo- 
nopely control as discussed heretofore in subsection B. 

(210) The inclusion by defendant oil companies in contracts with wholesale 
distributors of various restrictive provisions, including provisions fixing the 
tank wagon or wholesale prices at which the wholesalers could sell petroleum 
products, requiring said wholesalers to deal exclusively in the petroleum prod- 
ucts of a defendant, and restricting the wholesalers as to the quantity of products 
they could sell and the territories in which they could solicit and service accounts, 
had the effect of stabilizing wholesale prices of petroleum products at levels 
agreed upon by said defendants. 

(211) The inclusion by defendant oil companies in contracts with retail dealers 
of various restrictive provisions, including provisions requiring said retail 
outlets to maintain and adhere to retail prices fixed and established by said 
defendants, and to deal exclusively in the petroleum products of a defendant, 
had the effect of stabilizing retail prices of petroleum products at levels agreed 
upon by said defendants. 

(212) Said restrictive provisions in contracts with wholesale and retail out- 
lets had the further effects of foreclosing said outlets to independent refiners, 
thereby shrinking their available outlets, and of restricting the freedom of said 
outlets to operate and compete as independent businessmen. 

(213) Said effects have been enhanced and magnified by the fact that defend- 
ant oil companies own, operate, or control about five-sixths of the bulk plants 
and retail outlets in the Pacific States area. 

(214) Said effects have been further enhanced by the inclusion by defendant 
oil companies in contracts with wholesalers of provisions requiring said whole- 
salers to require retail outlets to whom they sell to maintain the retail prices 
fixed and established by said defendants. 

(215) By 1939, as a result of the activities above mentioned, defendant oil 
companies had attained such a high degree of control over the activities of the 
wholesale and retail outlets selling their products, that said defendants were 
able to continue to control the resale prices of said outlets and to assure that 
they would deal exclusively in the products of defendant oil compznies by the 
use of contracts and a system whereby each of said defendants enforced resale 
price maintenance and exclusive dealing by its own outlets. Since 1989 the acts 
of each defendant in using restrictive provisions in its contracts with wholesale 
and retail outlets, and of policing its retail outlets and instructing said outlets 
as to the manner in which their businesses should be conducted have had the 
effect of furthering and carrying out the conspiracy of defendants to control 
the resale prices of their products and to require their outlets to deal exclusively 
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in the products of defendants. Said contracts and policing activities have had 
the effect of causing dealers to choose between the alternative of carrying out 
the desires and instructions of the defendant supplying said dealers, or losing 
their businesses through cancellation or nonrenewal of lease or supply contracts. 

(216) The use made by defendant oil companies of rebates or special allow- 
ances to retailers has enabled them to make temporary reductions in retail prices 
in certain localities, without disrupting the stabilized wholesale price structure 
agreed upon by said defendants, or the stability of retail prices in other 
localities. This use of rebates or special allowances has enabled said defendants 
to cause their retailers to meet lower retail prices charged for products of 
independent refiners and marketers, and to use the financial power and resources 
of said defendants against independent refiners and marketers and their outlets 
for a period long enough to restore stabilized price conditions at levels desired 
by said defendants. The said use of rebates and special allowances had the 
effect of subsidizing selected outlets of said defendants to compete in price with 
the outlets of independent refiners and marketers, instead of openly reducing 
wholesale prices to all of their outlets in said localities, thereby furthering and 
assisting in the maintenance of stabilized wholesale prices agreed upon by said 
defendants, and isolating or limiting the disruptive effect of localized retail price 
competition. 

(217) The operation of bulk plants and service stations by certain defendant 
oil companies through their own employees, and the use made by certain 
defendants of agency or consignment contracts with bulk plants and retail 
outlets, has enabled said defendants directly to control the wholesale and retail 
prices of their products sold through said outlets without the necessity for resale 
price maintenance activities. The use of agency or consignment contracts with 
bulk plants and retail outlets has enabled said defendants to control the prices 
and activities of said outlets without assuming the responsibility or financiai 
burden of ownership and operation. Said activities have enabled said defendants 
to directly change retail prices in localities served by said company-operated 
stations or by said retail agents or consignees without the necessity for any 
corresponding change in wholesale prices or utilization of rebates or special 
allowances, and have thereby furthered and assisted in the maintenance of 
stabilized wholesale prices agreed upon by defendant oil companies, and isolating 
or limiting the disruptive effect of localized retail price competition. 

(218) The control by defendants over the supply, distribution, and prices of 
crude oil, and their control over facilities for low-cost transportation of crude 
il, discussed in subsections A and C, have facilitated and strengthened defenant 
oil companies’ monopoly control over the refining of petroleum products and 
their control over the total supply of refined petroleum products, as discussed 
in subsection B. Their control over refining and over the total yolume and cost 
of production of refined petroleum products has enabled them to limit the 
quantity of petroleum products produced and marketed by independent refiners 
and to limit the power of said independents to reduce prices below those estab- 
lished by defendants, thereby limiting and restricting the ability of independent 
refiners to affect or disturb the product price structure established by defendants. 

(219) Control by defendants over facilities for low-cost transportation of 
refined petroleum products, and the use made thereof, discussed in subsection C, 
has limited and impaired independent refiners’ access to and ability to compete 
in markets distant from their refineries which are served by pipeline or water 
transportation facilities of defendants, thus further limiting and restricting 
the ability of independent refiners to disturb or affect the price structure on 
refined petroleum products established by defendants. 

(220) The aforesaid limitation on the quantity of refined petroleum products 
which can be produced by independent refiners, and the aforesaid limitation 
on the markets in which independent refiners can sell their products have 
restricted and limited the ability of independent refiners to increase or expand 
the number of wholesale and retail outlets for the marketing of their products, 
thus increasing the degree of control by defendants over marketing outlets and 
the ability of defendants effectively to control the prices and activities of 
those outlets. 

(221) The cumulative effects of the activities of defendants at the crude oil, 
refining, and transportation levels, discussed in subsections A, B, and C, and 
the effects of activities above discussed at the marketing level, have enabled 
defendant oil companies to suppress and eliminate competition among and 
between themselves in their access to markets: to establish and maintain 
uniform and nencompetitive wholesale prices for the sale of their products; to 
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limit and restrict price competition with others at the wholesale level; to limit 
and suppress price competition among themselves and with others at the retail 
level; to limit and suppress competition among themselves and with others in 
the solicitation and servicing of wholesale and retail outlets; and to limit and 
suppress price competition among wholesalers and among retail outlets. 

292) The aforesaid effects have resulted in monopoly control by defendant 
oil companies over, and the suppression and elimination of competition in, the 
wholesale and retail marketing of refined petroleum products. Said monopoly 
control has helped to suppress and eliminate competition in, and to effectuate 
and maintain monopoly control by defendants over, the crude oil, transportation, 
and refining levels of the industry. 

E. CUMULATIVE AND ULTIMATE EFFECTS 

(223) The suppression of competition in, and attainment of monopoly control 
over, each level of the industry, and the use made thereof, have facilitated and 
furthered suppression of competition in, and reinforced and enhanced monopoly 
control by defendants over, each of the other levels of the industry. Similarly, 
activities at one time or during one period have made later activities in restraint 
of competition and in furtherance of monopoly power easier to carry out and 
more potent in effect. 

(224) The cumulative effects of defendants’ conspiratorial and monopolistic 
activities since 1936 have enabled defendants to achieve and to exercise an over- 
whelming and self-perpetuating power to suppress and eliminate competition in, 
and to monopolize, the trade and commerce in the production, transportation, 
refining, and marketing of crude oil and refined petroleum products in the 
Pacific States area. 

Dated February 4, 1957. 

GrEorRGE B. Happock, 
LAWRENCE W. SOMERVILLE, 
WALTER M. LEHMAN, 
JoHN H. WATERS, 
MALcoLM F. KNIGHT, 
ELLIot CHAUM, 

Attorneys for Plaintiff 


Now, we have a long list of witnesses over the next 3 days, and this 
morning we are going to begin the hearings with the presentation 
of testimony by Mr. E. D. Thompson on behalf of the Standard Oil 
Company of California. 

Mr. Thompson, if you would come forward, sir, and make yourself 
comfortable here after I have sworn you in, we will appreciate it. 
Incidentally, Mr. Thompson, may I say for the committee that we 
appreciate your cooperation and the presentation of the little manual 
here which you have presented to us, which has been very helpful in 
getting the hearing started. 

Would you please raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Tompson. I do. 


TESTIMONY OF E. D. THOMPSON, GENERAL SALES MANAGER, 
RETAIL, OF STANDARD OIL COMPANY OF CALIFORNIA, WESTERN 
OPERATIONS, INC., AND PRESIDENT OF STANDARD STATIONS, 
INC. 


Mr. Roosevett. I notice that the material is of fairly great length. 
I don’t know whether you want to give it all in person. Some of us— 
perhaps not all of us—have had the opportunity to read it in full. If 
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you would care to summarize it, or if you care to give it in full, you 
may do whichever you like. 

Mr. Tuomeson. Mr. Chairman, I have summarized this about twice, 
realizing it was quite long. Our stor y is quite a detailed one. We 
have tried to anticipate your questions and provide the answers. We 
felt that that would expedite the hearing, and I think that I could 
speed it up a great deal by reading the text of the story, if I may. 

Mr. Rcosrverr. You may certainly proceed. 

Mr. Tuomrson. Thank you, sir. 

My name is FE. D. Thompson. My address is 225 Bush Street, San 
Francisco, Calif. I am general sales manager, retail, of Standard Oil 
Company ‘of Califor nia, Western Operations, ‘Inc., and am also presi- 
dent of Standard Stations, Inc. The administration of Standard’s 
marketing through retail outlets in the seven Western States and the 
Territories of Alaska and Hawaii is under my jurisdiction. That in- 
cludes both the operation of company-operated stations and supply 
of gasoline and other products to Chevron dealers. 

I would like to tell you something of my own background in retail 
marketing and also something of the evolution of service-station dis- 
tribution from its early beginnings, I first went to wore for my com- 
pany at a service station 42. y ears ago, only 1 year after Standard 
pioneered the first conventional service station. Davina that period 
my entire experience has been in some phase of retail marketing, and 
I have been associated personally with all of the developments. that 
have taken place up to the present. 

Prior to Standard’s’ entry into the service-station business, the 
typical facility consisted of a grocery store with aboveground storage 
from which motorists were served by means of buckets and funnels. 
Standard of California had the foresight to realize that, with the 
growth of the automobile, the public would not be satisfied with this 
primitive arrangement. We built a few service stations to provide a 
better type of service to the public and, starting with this pioneer 
effort, the service station has evolved into today’s complete, modern 
fac ility. In those early days sales were limited and the future was 
uncertain. Consequently, individuals were not interested in enteritig 
the business and it was necessary for Standard to employ operators 
for these stations. This was the birth of what is now Standard Sta- 
tions, Inc, 

As the market grew, competition entered the field and constant 
improvement in service and facilities resulted. Many of the services 
which are taken for granted today by the motorist were first intro- 
duced by Standard stations—such as air and water and windshield 
service, clean restrooms and credit cards. Thus we feel Standard 
stations has contributed very substantially to the high standard of 
service that now prevails throughout this industry, particularly in 
the western area where it is generally recognized that superior stand- 
ards prevail in comparison to some other areas. 

You may be interested to know that one step now proposed was 
tried by my company many years ago and failed. In December 1928 
my company turned over to dealers all the stations it was then operat- 
ing. We had not then developed the flexible policies we follow today 
and we thought complete dealer operation would correct some of 
the difficulties we were experiencing in competing with other suppliers 
who then as now served the motoring public through dealer-operated 
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stations instead of operating stations themselves. This change re- 
sulted in very substantial complaints from the public concerning serv- 
ice and restroom cleanliness. It became obvious to us that if we were 
to retain the patronage we had built up over the years by the high 
standards of company-operated stations we would have to eliminate 
these customer criticisms. For these business reasons it became neces- 
sary on January 1, 1931, for us to resume company operation of the 
retail units we “formerly had operated. Such correction of adverse 
effects on the public would not be possible under the divorcement legis- 
iation now proposed. 

Our experience since that time has confirmed to our satisfaction that 
there is a place for both company and dealer stations in our marketing 
program. The particular advantages of each type of operation were 
not fully utilized until after 1945. In that year we adopted a dealer 
program that gave distinct emphasis to the dealer stations handling 
our products. Separate service station identification and color scheme 
were established for them and they were given separate recognition 
in our advertising and promotional programs. Since 1945 the pro- 
portion of our total sales of gasoline for retail that is made by dealers 
has grown until today it represents a substantial preponderance of 
the total. This means that our own marketing success is heavily de- 
pendent upon the success of our Chevron dealers. We could not do 
business without them, and their welfare and profitable operation are 
obviously very vital to us. 

I would like to describe the place of both company-operated stations 
and our Chevron dealer stations in the retail gasoline market. In the 
territories and 7 Western States where my company markets, there are 
a total of approximately 25,700 conventional service stations. In 
the same area there are 1,040 company stations operated by Standard, 
or 4 percent of the total. In this area, aside from a relatively few 
stations operated for training purposes, my company is the only major 
marketer that has a system of service stations operated by salaried 
personnel. 

Aside from some 3,000 small accounts which handle gasoline as a 
sideline in connection with some other business, we supply 3,919 
conventional dealer stations, or 15 percent of the total. These conven- 
tional Chevron stations again are divided into 2 groups: 2,078 that 
are leased by the company to the dealers, and the ‘balance where the 
dealer owns the station or holds the basic lease. Our relationship 
with the latter is simply that of buyer and seller. 

In the last 5 years the retail gasoline market in the western area has 
grown 24 percent. The total number of service stations, however, has 
increased only 7 percent, and the number of company-operated sta- 
tions has actually decreased by 13. We estimate that, through all 
types of its retail outlets, my company sells approximately 17 per- 
cent of the total gasoline sold at retail in its area. 

I have mentioned that in our experience there is a place in the 
market for both our company-operated stations and the Chevron 
dealers who handle our products. The company stations under the 
red, white, and blue color scheme, which I am sure is familiar to you, 
best serve and develop the transient trade, at highway and metro- 
politan arterial locations. The motorist away from his own neighbor- 
hood has no fixed buying habits and is attracted by company -operated 

sations because of the uniform dependability of quality, service, realis- 
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tic prices, and cleanliness of restrooms. This represents a substantial 
segment of the public, with whom our company stations make a total 
of 50 million sales contacts annually. This attraction to company- 
operated stations of the motorist away from home is illustrated by a 
comparison of the seasonal change in the total market with the change 
in sales volume of our company-operated stations. Taking the peak 
vacation month of July, for example, the total market on the west 
coast shows an increase of 20.9 percent over January, whereas sales 
through our company-operated stations increase 31.4 percent. 

The Chevron dealer, on the other hand, best serves and develops 
the community or hometown market. There the motorist seems to 
prefer the personal contact with an individual who has had the oppor- 
tunity to establish himself in the neighborhod with a clientele com- 
posed largely of regular gasoline customers. With such a clientele 
the dealer is also better able to enhance his earnings by substantial 
sales of products and services other than gasoline. Such sales account 
for approximately 34 percent of the average Chevron dealer’s gross 
income. 

We have one other type of outlet not previously mentioned. These 
consist of 178 stations, all but 3 of which were formerly company- 
operated units, which are now operated by agents instead of salaried 
personnel. These stations remain within the Standard stations group, 
identified by the red, white, and blue color scheme. We have found 
that occasionally a station’s traffic changes from predominantly tran- 
sient to predominantly community in character. Where a substan- 
tial transient traffic still remains, the agency operation has been used 
to protect that trade and all the same time more effectively develop the 
local business through the close relationship an individual can best es- 
tablish. When the community character of the traffic becomes more 
pronounced, however, such stations are diverted to Chevron dealer 
operation. 

A number of additional advantages arise from our company-oper- 
ated stations. We use them to experiment with new merchandise and 
services. The results of such experiments, when proven, are made 
available to our Chevron dealers. Also, most of our credit cards are 
issued by company stations and these in turn augment the business 
of our dealers, about half of which is credit-card business. Credit 
cards provide the backbone of the Chevron dealer’s business, least 
vulnerable to bargain buying. The high type of service rendered at 
company stations builds customer goodwill and acceptance of our 
brands of products which reflects in greater sales opportunities for 
our Chevron dealers. 

Like every merchant engaged in a retail business, our purpose in 
operating company stations is to earn a profit by supplying products 
and services to customers who choose to trade with us. We have been 
accused of operating these stations to control or attempt to control 
prices, and of doing so under subsidy from other activities. That ac- 
cusation is not true. It must rest on a basic misunderstanding of 
business economics and the forces of competition. To discuss first 
the allegation about controlling prices: 

As in the case of sellers of other commodities generally, our prices 
are determined by the interaction of supply and demand and the 
market price level which results. We would be spendthrift to sell 
below the market price and rapidly would lose business if we tried 
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to sell above it. The number of our company-operated stations is far 
too small to enable us to maintain an artificially high level of prices. 
Since these stations are a very small fraction of the many thousands of 
service stations which constitute the retail gasoline market, we must 
keep as fully and currently informed as possible of market condi- 
tions and prevailing price levels, and establish the prices at our various 
company-operated stations in accordance with this market informa- 
tion. The varying prices of gasoline at our company-operated sta- 
tions are themselves determined by the forces of competition; and it 
would be a costly error for us if we tried to set prices inconsistent with 
the market. 

To show you the competitive nature of the retail gasoline market 
I would like to submit a tabulation of prices in typical metropolitan 
cities as developed from our market price surveys. This tabulation 
is identified as exhibitA. 

Mr. Chairman, I have a number of exhibits here. Would it be 
satisfactory to present them at the end of my story all in one? 

Mr. Roosrvettr. Yes. The committee will accept them, and then 
they will be made a part of the file record for reference. 

Mr. Tuompson. Thank you, sir. 

(The tabulation referred to will be found in the files of the 
subcommittee. ) 

Mr. THompson. The detail as shown on the tabulation emphasizes 
the wide difference in prices in different cities and within the same 
city. For example, in one city retail prices for gasoline—including 
tax—range from 25.9 cents to 34.9 cents for major brands, and 21.9 
cents to 32.9 cents to minor brands. That is a spread of 13 cents per 
gallon for so-called regular grade between the lowest and the highest 
price. The tabulation also confirms that prices at company-operated 
stations are consistent with competition and, furthermore, that the 
prices established by our dealers vary widely. 

In recognition of this kind of competitive market with innumerable 
fluctuations day by day and from neighborhood to neighborhood and 
city to city, it is essential that we establish retail prices at our com- 
pany-operated stations consistent. with prevailing price levels in the 
particular locality where each station competes. This does not mean 
we can automatically adopt the price charged by any one or more 
competing stations. From the range of prices among the numerous 
stations in any given vicinity we must evaluate the impact on our 
business of that range and of the products and services rendered by 
the competition, in selecting the exact price we should charge. That 
price will be the same as some, lower than some, and higher than others, 
but represents our best judgment in adjusting to the competitive facts. 
We do not in any case use price reductions below the market level as a 
predatory means of taking business from others. When prices have 
generally weakened we have little choice but to follow that new com- 
vetitive development. As those prices strengthen, our action again 

ollows. 

In some instances it may happen that one or more dealers will post 
prices at abnormally high levels inconsistent with good business prac- 
tice. In these instances we follow the market only to that point where 
our marketing judgment requires us to stop. Bear in mind also that 
the price charged at a Standard station is the posted price on the 
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pump. We do not use undercanopy discounts or giveaways such as 
trading stamps. automobile raffles, free merchandise, or premiums. 
Since many dealers do use various ‘of these devices, our selection of a 
realistic price must weigh not only the posted prices at other stations 
but must also take into account these collateral values. 

I have noted that H. R. 426 proposes a legislative finding to the 
effect that a producer’s ability to operate retail gasoline stations at 
less than cost by subsidizing that operation from profits made in other 
activities, enables the producer to dominate the retail market for 
gasoline and other petroleum products and control retail prices and 
dealer- profit margins. TI believe our retail pricing policy clearly 
shows that the control of prices and profit margins mentioned does not 
exist and is not attempted. I would like to refute the supnosition 
that stations operated by a producer are operated at a loss, subsidized 
from other activities. This cannot be supported on my company’s ex- 
perience—and TI remind you that with the excention of two other 
companies, my company is the only one in the Nation that has any 
significant number of stations operated by salaried personnel. 

T am filing with the committee a table identified as “Exhibit B” 
which shows the profitability of Standard stations. This is highly 
confidential business information that IT would not like to disclose to 
comnetitors or others. Accordingly, I request that this be filed as a 
confidential document for the information of the committee only. 

(The table referred to will be found in the files of the subcom- 
mittee. ) 

Mr. Troompson. This table shows that excluding areas of price de- 
pression, the average Standard station shows a reasonable profit per 
gallon even after adjustment for the remuneration of the station 
manager, which in dealer operation would be part of his income and 
calculated as profit in dealer accounting. The nrofit is not materially 
reduced when depressed price areas are included in the average. 
There is obviously no sale of gasoline to our own stations and thus 
no actual price to them. This calculation is therefore based on chare- 
ing gasoline to the company stations at a product cost equal to the 
net, product cost of dealers, after adjusting the wholesale price to 
reflect costs of paint, maintenance, and other direct station charges 
assumed by the company in supplying its dealers, and price allow- 
ances granted dealers in the depressed areas. The calenlation is thus 
on 2 basis comparable to dealer-nr oduct cost. The profit shown. how- 
ever, does not equal a dealer’s full income because operating costs at 
company stations are generally higher than dealer costs. 

IT micht also say that the profit a dealer makes from allied services 
and sales is greater. It is almost donhle at a dealer unit by compari- 
son with the company statement. I didn’t eet that in my storv. 

In discussing next my company’s relationship with the Chevron 
dealers we supply, I would like to emphasize our basic concent that 
the dealer is the boss at his station and he, not my comnany. decides 
how that business shall be run. The dealer decides withont interfer- 
ence from us what prices he will charge, what hours or days he will 
operate, what products and merchandise he will buy and from whom, 
the number of employees he will hire, their hiring and dismissal and 
working schedules and wages—these and all other questions are de- 
cided by the dealer without any attempt at dictation from us. 
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My company does have broad experience in operating service stations 
in many locations of all different types and under varying conditions 
and we can often detect some operating disadvantage to the dealer 
where he himself cannot. It is obviously to our interest to promote 
the success of our dealers and aid them in every way to sell efficiently 
and profitably. This is a job that everyone in my organization is 
working at every day, and it is part of our service to our dealers 
to give advice in accordance with our best judgment based on our 
experience. We would not be doing a good job of helping Chevron 
dealers sell efficiently and profitably if we failed todo so. The dealer 
decides, however, whether to accept our advice—he is the boss at his 
station. 

This concept of the dealer’s independence is not simply a high-level 
policy that is merely thought about and talked about at headquarters. 
It is a matter of working practice in which we have thoroughly 
schooled all of our representatives who call upon dealers. I would 
like to file with you a written statement on the subject of dealer inde- 
pendence that is in the handbook of each retail representative and is 
part of his standing instructions. This is identified as “Exhibit C.” 

(The statement referred to will be found in the files of the sub- 
committee. ) 

Mr. Tuompson. I want to add that we have not been satisfied to 
rely on written instructions alone. A few years ago I arranged 
meetings of all retail representatives in each of our 13 field divisions. 
At these meetings one of our attorneys and I thoroughly reviewed the 
written material I have given you and spent considerable time in a 
question-and-answer period clarifying any points not fully understood. 
I have followed up the original written instructions and oral explana- 
tion with a letter marked “Exhibit D” which I am filing with you. 

(The letter referred to will be found in the files of the subcommittee.) 

Mr. THompson. That letter requires the division manager personally 
to review these instructions with each retail representative subsequently 
hired, and requires each representative to certify that he has read and 
understands these instructions. This subject is constantly discussed 
by me and my immediate management group with our division man- 
agers and field personnel, and I am satisfied the detailed instructions 
are conscientiously observed in practice. Our investigations show the 
effectiveness of the program I have described. I would like to point 
particularly to the absence of any exclusive buying by our Chevron 
dealers. Eighty-eight percent of the dealers handling Chevron gasoline 
buy some TBA from us, but of those who buy some of their supplies 
from us 71 percent also buy from other suppliers. I might add here 
that I will not comment on H. R. 428, because we do not have a com- 
mission override arrangement with any TBA manufacturer. We buy, 
warehouse, and redistribute all the TBA merchandise with which we 
are concerned. There is one minor exception in Hawaii where we do 
not ourselves handle TBA. There we carry the credit on tire dis- 
tributors’ sales to our dealers by purchasing their dealer accounts 
receivable. Wealsocarry the credit on the dealers’ resale to customers. 
The distributors themselves handle the sales, and the arrangement 
described is available to any tire distributor who wants to participate. 

There is the same absence of exclusive buying of lubricating oils. 
While practically all of our dealers buy some lubricating oil from us, 
57 percent also buy from other suppliers. 
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A matter that we consider very important, and the importance of 
which we stress to our dealers, is the necessity for a high standard of 
maintenance and cleanliness. My company receives many favorable 
customer comments on both our company-operated stations and the 
dealer stations that we supply, and most of these comments relate to 
station cleanliness. 

I have submitted here just a few typical letters which might be of 
interest to the committee bearing on that subject. 

(The letters referred to will be found in the files of the subcom- 
mittee. 

Mr. beers. Every motorist will recognize that a dirty station 
and dirty restroom not only reflect on that particular station but also 
reflect adversely on other stations handling the same brands of prod- 
ucts. If one Chevron station is dirty and disorderly, that causes lost 
sales to other Chevron dealers—if one is clean, orderly, and presents 
an attractive appearance, that brings business to others. For this 
reason some of our agreements state as a contractual objective that the 
dealer will keep the premises and the restrooms in good appearance 
and in a clean and orderly condition, recognizing that failure to do so 
will not only impair his sales but will adversely affect the motoring 
public’s patronage of other Chevron stations. 

We are satisfied that by stressing the importance of station and rest- 
room cleanliness we are doing a service for the whole group of Chev- 
ron stations and for the motoring public, as well as for ourselves. 
To encourage maintenance of clean restrooms by Chevron dealers as a 
group, we grant a quarter cent per galon restroom allowance to all 
Chevron dealers who either have or are willing to install and suitably 
maintain a restroom available to motorists. 

You may be interested to know that in our retail sales organization 
there is no position known as “salesman.” The men who are in regu- 
lar touch with our dealers are “merchandisers.” As I have said be- 
fore, all of them have been carefully instructed to respect the dealer’s 
full right to operate his station according to his own judgment. 
Their job is not to make sales to the dealer but to help the dealer make 
sales to the motoring public. One of the main functions of our mer- 
chandisers is to rotate among the dealer stations, actually working 
on the stations in uniform, demonstrating new methods of promotion, 
sales, and service. The merchandiser’s job is not to give the dealer a 
sales talk or to put any kind of pressure on him to buy our merchan- 
dise. It is his job to show the dealer and the dealer’s employees by 
actual demonstration the best methods for increasing sales to the con- 
sumer. For the same purpose we operate 94 of our company stations 
as training schools, which are attended by Chevron dealers and their 
employees. 

Ky improving the sales technique of the dealer and his employees 
we can best promote our own sales and increase the likelihood that 
when he reorders he will reorder from us. This emphasizes our 
conviction that our role is one of guidance and support. By increas- 
ing the sales of Chevron dealers in the manner described, we can best 
increase our own sales. Attempts to coerce or dictate to the dealer are 
totally inconsistent with this method and, as we see it, would be 
very shortsighted and just plain poor business. 

We have many other dealer aids to help them and their employees 
to become good and successful businessmen. I would like to file with 
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you an outline of the various elements of our dealer sales-aid program, 
identified as “Exhibit E.” 

(The outline referred to will be found in the files of the subcom- 
mittee. ) 

Mr. Tuompson. This list includes nearly 100 separate categories of 
sales aids furnished dealers either free or at very low cost and in- 
cludes training schools, operating manuals, equipment and supplies, 
assistance in business- management methods, and advertising and 

sales promotion. 

A very important feature of our relationship with our Chevron 
dealers is our policy of assisting them in localities of depressed prices 
and during so-called price wars. This is a subject on which there has 
been a great deal of misunderstanding. I am sure that when it is ex- 
plained, you will agree our policy is a verly fair and sound one. I 
have told you that in establishing the retail prices at our company- 
operated stations our practice is ‘to meet the competition that exists 
in each locality from time to time. That same policy is followed 
in our pricing to our Chevron dealers. When retail prices in a given 
locality have fallen to any significant extent we give a temporary 
price allowance to all dealers alike within the locality affected. Those 
allowances depend upon the margin between the prevailaing retail 
price and our posted tank-truck price. When that margin ranges 
from 6 cents down to 414 cents per gallon, we reduce the dealer’s 
product cost to the extent of 70 percent of the decline. When that 
margin falls below 4% cents per gallon the dealer’s cost: is elaned 
sufficiently to assure the dealer a margin of not less than 414 cents 
per gallon. We do not give an allowance sufficient to bear the whole 
drop in prices below a 6-cent margin. That indeed would prolong 
and intensify price wars. 

I emphasize that these price allowances are never given to start a 
price war or to injure a competitor. Price wars are very costly for 
us, and we have every reason not to start them. The allowances are 
given only after competitive prices have fallen, and are withdrawn as 
— ailing prices strengthen to a more normal level. Thus, they could 

2nave no effect either on starting or of prolonging a gas war. I repeat, 
the same allowance is given to all dealers within the loc: ality affected 
by the depressed level of prices. ‘This assistance enables our dealers 
to continue operating during periods of depressed prices, and thus 
promotes instead of eliminates competition. The assistance is given 
so our dealers can protect their business by meeting the competition if 
they choose to do so, but the decision is left entirely to them, and the 
assistance is given whether or not they make any change in their retail 
price. 

Our experience has been that approximately 38 percent of our 
dealers receiving allowances use it to meet their cémpetition; another 
39 percent make some reduction, and approximately 22 percent do 
not change their retail prices. In these cases, the dealer pockets the 
allowance for any purpose he wants. This means, of course, that com- 

any stations sometimes are charging less than some of our dealers, 
but that results from his choice. The extent of our care to avoid i in- 
terference with dealer’s price decisions is illustrated by our handling 
of price signs. If a dealer wants to post a curb price sign, we make 
available to him full sets of reaener ih and fractions from which he 
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selects the numerals representing the price he chooses to post and from 
which he can make any change in that posting. 

If we did not give any price reduction, our dealers would be 
unable to withstand the damaging effect of price wars, and we would 
be standing idly by while both their business and our own dis- 
sipated—not only gasoline business but also sales of allied merchandise. 
Once lost, this business might not return to them after the gas war was 
over. Furthermore, eliminating price allowances would not eliminate 
the stations that are given to drastic price cutting. It would simply 
strengthen them and increase their number by hamstringing their com- 
petition from Chevron dealers. If we did not confine the price reduc- 
tions to the dealers in the area affected but gave it also to dealers in 
localities that were not affected, the result would be to encourage a 
spread of the price war to the detriment of dealers generally, and at 
great cost tous. The policy we follow is the best we can devise. We are 
satisfied it is fair, that it is sound business for us and for our dealers, 
and that it is sound economically. 

The best test of the soundness of that policy is the business stability 
of our dealers. In various prior hearings it has been claimed that 
60,000 dealers are forced out of business every year, and much of the 
concern over legislation in the retail gasoline field is based upon such 
assertions. I challenge that figure; I don’t believe it will bear analysis. 
Certainly, it is not borne out by my company’s experience with its 
dealers. Our records show that, during 1956, in the face of the most 
severe competition, only 1 percent of our dealer lesssees left the service- 
station business because of financial difficulty. Even this was not due 
to inability to withstand competitive prices but, rather, to the fact that 
many dealers have not had previous business experience. 

In contrast, 72 percent of the dealers supplied by my company have 
operated stations for periods in excess of 5 years. In 1956, the total 
turnover among our dealer lessees was only 241, or 11.6 percent. 
This was due to normal causes of turnover, such as dealer’s health, 
retirement, entering armed services, entering other business, death, 
and family trouble. In all but 5 instances these terminations were 
voluntary and at the request of the dealer. 

In those few cases in which it becomes necessary not to renew an 
expiring lease, every attempt is made through analysis and discussion 
with the dealer to solve the problem. Failing in this, the division 
manager is required personally to interview the dealer, investigate all 
the facts, and satisfy himself that every effort has been made to work 
out a solution. He must then make a full report to my office for fur- 
ther review before final action is taken. These careful precautions 
insure that every business and every human consideration is given to 
the dealer’s circumstances and that no injustice or lack of fairness to 
the dealer enters into the case. 

The overwhelming opinion among our Chevron dealers confirms 
what I have said about the soundness and equity of our relationship 
with them and the absence of any pressure or dictation, 

In closing this part of my statement, I want to mention references 
I have seen to “captive dealers.” Those are fighting words with me. 
We do not. have any. Our whole program recognizes that the dealer 
is the boss at his station, and we have carried that program through 
our whole organization. I realize, of course, that, in an organization 
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as large as ours, we may get an eager beaver once in a while, and there 
may be a few cases where such a man has given a dealer the impression 
that the company is putting the pressure on. I am satisfied that there 
could not be more than a handful of cases like that in our whole mar- 
keting area. I know there are none in which a dealer has actually 
been put out of his station for pressure reasons. 

There is one thing I can’t deal with, and that is the kind of innuendo 
illustrated by these examples: Last fall I had a talk with a dealer 
association officer who said he had some complaints from Chevron 
dealers about supplier pressure. I told him if I had the facts I would 
run it down and correct it, and said I would personally guarantee the 
dealers against reprisal if he would tell me who had complained. He 
refused to give me any more information. In another instance, I 
talked to a State official who said he had numerous letters from dealers 
making similar complaints. When I asked him if any were from 
Chevron dealers, he said “No”—but he supposed they were afraid to 
write him, for fear of losing their leases. Now there we were, tried, 
convicted, and sentenced, without any chance to get at the facts, with- 
out a chance to face our accuser. It’s worse—we were convicted be- 
cause we didn’t have an accuser. 

Before discussing specifically some of the bills before you, there is 
one other feature of the retail gasoline market I want to mention. I 
refer to private-brand stations. My company does not sell to such 
stations. 

There are a few jobbers marketing under their own brands who 
obtain supplies from my company. While this business is not under 
my jurisdiction, I can tell you that these jobbers have their own bulk 
plants, transportation and delivery facilities, sales staffs, and advertis- 
ing. They carry their own credits and service-station investments, 
and in all respects carry out a full marketing and distribution func- 
tion. While these people are in the category of small business, they 
are typically substantial local businessmen who have been long estab- 
lished and have made a definite place for themselves in the petroleum 
business. 

The dealers supplied by these jobbers do not have the advantages of 
the good consumer acceptance of an advertised and widely distributed 
brand, nor do they have the service reputation or credit-card facilities 
common to stations handling such products. They are thus obliged to 
sell at prices slightly below the advertised brands. To my knowledge, 
the prices of the dealers supplied by our jobbers no more than fairly 
reflect the lower market value resulting from these factors. 

There is a different group of private-brand stations, which have be- 
come a substantial factor in the retail market. They commonly buy 
direct from numerous smaller refiners, thus eliminating the middle- 
man. Because of lower costs, these stations are often able to build 
large volume by sharp retail price reductions. They are a common 
cause of so-called price wars. The basic problem today is the conven- 
tional dealer’s attempt to ignore this competitive factor while blaming 
his supplier for the fact that there is competition. There is nothing 
in the bills before this committee that would eliminate this cause of 
price wars, particularly since many of these operators are in intrastate 
commerce, beyond the reach of Federal legislation. 

I would like next to discuss some of the particulars of the bills before 
you. In connection with H. R. 426 that would divorce us from any 
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leasehold or other interest in dealer-operated stations, it is significant 
that 87 percent of our dealers say they consider our leasing and rental 
terms fair and reasonable. Our construction of these stations and 
leasing them to dealers enable the dealer to enter the service-station 
business with a minimum capital or borrowing. In fact, a very high 
percentage of our dealers are recruited from company-operated-sta- 
tion employees who desire to enter business for themselves. I frankly 
cannot tell you how these well-trained and capable men would be able 
to enter the business or continue in it if they were required to buy these 
stations from us or finance the construction themselves. 

I would like to give you some figures to illustrate the impracticabil- 
ity of requiring us to divest our interest in stations leased to dealers and 
also our company stations. 

First, 14 percent of our retail outlets are on sites we own in fee. 
Many of these properties were purchased many years ago and have 
substantially appreciated in value. If they had to be purchased at 
present worth, they would be too expensive for service station pur- 
poses. We obviously would have to sell these at market value for 
other uses and substantial dislocation of dealers would follow. 

Of the stations we operate on leased ground 13 percent are under 
leases having less than 1 year of tenure. Under our ownership, loss of 
one of these sites is not serious because we have flexibility in relocating 
the facilities and the dealer. Loss of a single site under a dealer’s 
ownership, however, could destroy his investment overnight. 

There are only 36 percent of our leases where the tenure extends to 
10 years or more, including renewal options. The maximum tenure on 
the balance ranges between 1 and 10 years. If we were forced to sell 
the stations where we lease the ground and own the improvements, 
which represent 61 percent of our leased properties, we would have to 
require payment of our investment within the remaining lease term. 
The present-day installed values of all our conventional stations range 
roughly from $17,000 to $55,000, with an average in the neighborhood 
of $32,000. 

In addition, there are quite a few special-purpose units such as truck 
stations, spectacular locations, and parking units where our invest- 
ment in some instances runs into several hundred thousand of dollars. 

How a dealer could raise those amounts of money in the time al- 
lowed, or how he could liquidate his obligation out of his profits, I 
do not know, and I am sure no member of this committee can say. 
Consider also the effect on a dealer’s investment of neighborhood and 
highway changes. We are constantly faced with such problems as 
loss of road access upon construction of a freeway. Again, our flexi- 

.bility permits relocation with a minimum of disruption. A dealer, 
however, with his entire stake in one site and perhaps a substantial 
bank obligation, could well be ruined by such an event. About 50 of 
our stations each year are lost from these causes. Dealers individu- 
ally could not possibly do an intelligent job of anticipating street and 
highway changes and developing new sites to take advantage of new 
highway building and provide the service required on new routes. 
We have a number of people whose specific job it is to follow these 
matters closely with cities, counties, and State highway departments 
and to plan station locations well in advance. A dealer would not 
have the time. Lacking reliable information he would act on guess- 








24 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


work—with the results that guesswork can be expected to produce in 
business. 

Gentlemen, I am afraid this bill will push the dealers off the finan- 
cial dock. Before that is done, the Congress should consider well 
whether the dealer can swim. 

I note further the requirement in this bill that we divest our inter- 
est in dealer service stations by January 1, 1961. Twenty-three per- 
cent of our existing station leases are for terms beyond that time. 
The bill omits to say what disposition we are to make of these and 
what the effect may be on our lessors and on investors with whom these 
leases have been used as collateral. 

I am sure that those individuals and groups who are advocating 
that Congress enact this divorcement bill—either of company-operated 
stations or supplier interest in stations leased to dealers—have not 
considered these problems. I challenge whether these advocates really 
speak, as they claim to do, for the whole body of working service- 
station dealers in the United States. I do not think this bill or those 
who advocate it accurately reflect the opinion of the majority of deal- 
ers. There are groups which blindly grab at any suggestion they can 
offer dealers as a panacea, but they do so without discussing the im- 
plications of such bills with the rank and file of dealers and thus do 
not speak with authority for them. 

During the past few years I have observed that agitation for the 
general type of legislation now under consideration by your com- 
mittee, at both the State and Federal levels, comes from a handful of 
associations. From the tens of thousands of service stations in the 
country, these organizations have sifted out a few cases of dissatis- 
faction. Some of these cases may be legitimate, but they do not prove 
that there is a general problem of the proportions you are asked to 
believe. 

Further, I am sure that if these witnesses have a justifiable cause 
for complaint they could get satisfaction from the courts under pres- 
ent laws. 

I would like to give you my observation of the things that lie behind 
the agitation to divorce company-operated stations: 

First, some dealers resent the business done by these stations and 
want to split it up among themselves. So long as we continue to con- 
duct our business fairly and soundly, that is no reason for such legis- 
lation. In any case, this overlooks the fact that even if we were re- 
quired to give them up, the stations would still be there, competing for 
business, perhaps under the management of persons who would not 
have the same interest in the dealer’s welfare as ourselves. Second, 
there are instances during a price war when a company station’s price 
is reduced to meet the competition but a Chevron dealer does not 
choose to meet it and simply pockets the allowance we give him. He is 
free to do that, but he certainly has no right to ask that we be put 
out of business because, in recognizing and meeting the competition 
when he does not, our company station is temporarily selling for less 
than he does. Third, it sometimes happens that the various dealers in 
a given area get together and agree to establish a certain retail price. 
They come to us to ask that we go along at our company stations. 
Such agreements of course are a flagrant violation of law, and we turn 
them down cold, every time. Then they demand divorcement legisla- 
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tion, claiming that we use our company-operated stations “to domi- 
nate the retail market for gasoline and other petroleum products, and 
therefore to control retail prices for gasoline and retail dealer profit 
margins.” This is an unworthy ground indeed for putting us out of 
the retail business. 

I would like to comment on H. R. 425 also. This bill would expose 
the supplier to lawsuit whenever he did not renew a supply agree- 
ment or lease with a dealer. I appreciate that the bill contains a sup- 
plier’s good-faith clause. The definition of that term in the bill is so 
broad and vague, however, that no supplier could safely rely upon it 
in his transactions with dealers. The bill uses the term “fair and 
equitable” but it does not tell the businessman, in a given commercial 
setting, what he can or cannot do in negotiating the termination or 
renewal of an agreement. The same comment applies to the terms 
“coercion” and “intimidation.” Perhaps the mere suggestion that an 
agreement will not be renewed unless a valid business request is ac- 
cepted could be held to be coercion or intimidation. 

In practical effect, such a law can only mean that every case of 
termination of agreement with a dealer—and every case of unwilling- 
ness to renew an agreement that has expired—is a potential lawsuit ; 
and every supplier who does business through dealers will terminate 
or decline to renew an agreement at his peril. At best, this bill would 
mean that to protect ourselves against that isolated case where we do 
not wish to renew a dealer’s agreement because of poor performance 
that might not be capable of legal proof, we would have to specify in 
great detail the dealer’s performance obligations. This would force 
an abandonment of our program designed to give our dealers full free- 
dom to operate their businesses according to their own judgment—a 
program founded on our firm conviction that freedom from detailed 
control builds better relations between supplier and dealer. 

I do not know what conditions in the automobile business led to the 
enactment last year of such a bill for that industry. There is very 
little comparison, however, between the distribution of automobiles 
where dealers are required to put in substantial investment and the 
marketing of petroleum products where dealers may enter the busi- 
ness with nominal capital. It sems very unreasonable to me in the 
petroleum business to subject suppliers, of whom there are a great 
many, large and small, integrated and nonintgrated, to the constant 
risk of lawsuits under a bill whose language really does not tell the 
businessman what would be required of him. I submit finally that my 
company’s policies and practices in its dealer relationships show there 
is no need for legislation such as contemplated in H. R. 425. 

To sum up, we keep ourselves closely in touch with the problems of 
our dealers and their attitudes toward the company and conditions in 
their business. An overwhelming majority express themselves as be- 
ing thoroughly satisfied with my company’s handling of all phases of 
its business with them. These relationships are many and varied.and 
include such matters as credit terms, deliveries, training programs, 
bookkeeping assistance, advertising and promotional material, leasing 
and rental arrangements, price war assistance, and particularly our 
company’s practice of leaving the dealer free to manage his business 
in every respéct as he sees fit without coercion or dictation of any kind 
from us. 
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To confirm this and other statements made during my presentation, 
I would like to file with the subcommittee a recent survey of the atti- 
tude toward my company of a large cross section of our dealers. This 
survey, identified as exhibit F, was made by a recognized outside 
agency entirely independent of my company. The methodology fol- 
lowed the standard practice of such research organizations. 

(The survey referred to will be found in the files of the sub- 
committee. ) 

Mr. Tuompson. This survey is so revealing, that I have given Mr. 
Nellis sufficient copies for each member of the committee if you would 
care to have them. 

Gentlemen, we have done a good job of helping our dealers become 
more prosperous and we are doing this kind of job every day. There is 
just one thing every dealer would like to have, whether he is handling 
our gasoline or that of a competitor, whether he is located on the 
Pacific coast or elsewhere in the Nation, and that is he would like more 
profit. Our entire effort is always to find better ways to increase 
dealer profits and better means of demonstrating those methods to him. 
There is one thing we cannot do and no legislation can do for our 
dealers and that is to eliminate his competition to insure him of high 
margins. 

We have carefully analyzed both H. R. 425 and H. R. 426 and tested 
their effect by applying them to conditions as. we know them in the 
petroleum business. There is nothing in these bills that would elimi- 
nate price cutting or enhance the profit of dealers. On the contrary, 
their effect would be substantially detrimental to dealers’ profits. 1 
have described in some detail the financial and competitive problems 
that would be imposed on dealers under the proposed divestment of 
any supplier interest in service stations. As for the divorcement of 
company-operated stations, I have shown that our operation of such 
stations does not have any adverse competitive effect on dealers or 
anyone else, and that under our management they stand on their own 
feet. 

It has been proven over the years that our company-operated sta- 
tions have a very definite place in the overall distribution of petro- 
leum products at retail. The example set by their high standards of 
maintenance and service is a healthy competitive factor which over 
the years has contributed substantially to the general improvement in 
service station operation in the West. This has been much to the 
benefit of the motoring public, whose interest after all must weigh 
heavily in the evaluation of this proposed legislation. 

Before closing my remarks I would like to give some figures to 
show the committee the magnitude of the business and financial dis- 
location that would result from the passage of these bills. 

My company alone owns land and improvements of a value which, 
together with firm rental obligations, amounts to about $155 million 
for that group of stations wich are operated by the company or 


leased to dealers. To this can be added the investment on the part 
of our lessors in land and improvements leased to the company, much 
of which has been financed by using company’s lease as collateral with 
local banks, insurance companies, and smal] investors for loans to be 
liquidated out of rentals paid by my company. I would estimate this 
total at about $110 million. 
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That means that my company alone, together with its lessors, has 
$265 million of investment and financial obligation tied up in some 
3,400 stations, or 64 percent of the conventional stations handling our 
products. 

It may be reasonable to assume that our competitors would have 
about the same ratio of leased stations. On that basis there would be 
approximately $114 billion similarly involved on the west coast alone. 
Projected for the entire Nation on the same basis, we are talking about 
something in excess of $10 billion of investment and financial obliga- 
tion of many thousands of individuals and companies throughout this 
country. 

Gentlemen, I submit that to arbitrarily disrupt and jeopardize the 
financial security of such a large number of individuals and com- 
panies involving an amount of this magnitude would create a far- 
reaching economic upheaval with serious damage to private invest- 
ments, property rights, and obligations, without solving the dealers’ 
real problem or in any way benefiting the public. 

I think you very much for giving me the opportunity for this dis- 
cussion. I hope the facts I have given you will be helpful, and I hope 
they will dispel some of the confusion and misunderstanding which 
have existed concerning the petroleum marketing business and par- 
ticularly my company’s part in that business. 

Thank you, Mr. Chairman. 

Mr. Roosrveitr. Thank you, Mr. Thompson. We appreciate the 
very full statement which you have given to the committee. Our 
usual practice is to now ask a number of questions by each of the com- 
mittee members who may wish to ask the questions, and then let the 
counsel ask any questions he may have relative to your testimony. 

I think I should preface this by saying that our natural interest is 
in following up the patterns which seem to be nationwide, and wh'le 
it may seem odd to you that we ask some of these questions in rela- 
tion to your statement, nevertheless we have found by actual hear- 
ings—for instance the hearing which we held in Denver—that some of 
the things which you disclaim here are pretty widespread or seem to 
be pretty widespread in perhaps other sections of the country, so if we 
press a little on these points, 1t is not because we doubt the accuracy 
of the statement, but merely because we want to try to differentiate 
between the complaints that seem to be local in some areas and not 
be nationwide in character and therefore would be something tht you 
could charge against a particular operation by a particular company 
as against an industrywide practice. 

First, may I ask you, in relation to the board which we have over 
here—which I hope you can see—does Standard Oil sell much of its 
crude to any minor refineries for processing ? 

Mr. THompson. I am not entirely familiar with that, Mr. Chair- 
man, but I would say “No,” on my guess, because we are buying crude 
oil rather than selling it. 

Mr. Roosrvevr. In other words, almost all of your supply is refined 
by your own refineries. 

Mr. THompson. Yes; that’s right, plus what we would buy on the 
outside in the form of crude. 

Mr. Roosrvett. On page 15 you point out that your company does 
not sell to private brand stations. 

Mr. THompson. That’s right. 
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Mr. Roosevett. However, you have filed with the committee the 
list of the few jobber marketers to whom you do sell and who then 
market under their own brand. 

Mr. THomeson. That’s right. 

Mr. Roosevett. We will keep that information confidential except 
as we discuss it asa principle. ‘The committee has under investigation 
how much of this selling to the few jobbers that you mention ac ‘tually 
is responsible for the beginning of the price war. In other words, you 
must have a reason for “selling to these jobbers. Why is it necessary 
for you to sell to these jobbers ? ? 

Mr. Tuompson. The jobbers listed there, I think you will find, have 
been in that type of business for many, many years. We have supplied 
some of those jobbers as far back as 1933 for their own rebranding 
purposes. They, in turn, handle all of the distributions that are re- 
quired and sell to dealers whom they supply the jobber’s own brand, 
and that differs from the direct buyer who buys, as we say, spot, or 
buys from the rack, cuts out the middleman. ‘There are two types— 
when you get to the end result, the service station, there are two types 
of rebrand stations. The type that we supply, I firmly feel, are not 
creators of price wars. There is an intermediate function there. 
Sometimes that even extends to a subdistributor from a jobber which 
adds another cost of handling, so there isn’t enough left in the end 

result to price that low, and as I say in my statement, it is our exper'- 
ence—and we keep pretty close touch with the retail prices that exist 
in the various markets, the level of prices that obtains—I am convinced 
that those stations that buy from the jobbers we have, who are very 
widely scattered, as you will notice on that list, only reflect—their 
prices only reflect that difference in the public acceptance for their 
brand that they sell. 

Mr. Roosrvetr. But if you add them all up together, all the com 
panies, they will make quite a long list, and it will be quite an effective 
list. Now, you have said that you don’t start the price war. You 
now tell me that those people don’t start the price war. Who does 
start the price war ? 

Mr. THompson. Well, some individual service station that decides 
that he wants more business than he is getting and figures that the 
price route is the way to get it. That has always been historically the 
way of competition in any line of business. 

Mr. Roosevetr. Is it normally a branded station or unbranded 
station ? 

Mr. THompson. Either. 

Mr. Roosrvetr. You think both take part. 

Mr. Tuompson. Yes, because it is in the hands of many, many thou- 

sands of individuals, and it depends on the individual’s own method of 
doing business. 

Mr. Rooseveur. Howev er, it would never be a Standard station, is 
that correct ? 

Mr. THompson. A Standard station has never started a price war, 
I promise you. 

Mr. Roosrvetr. From reading your statement I got the i impression 
that you were trying to tell the committee that Standard stations 
were mostly in business to take care of the transient or unusual business 
while the Chevron station was there to take care of the local business. 
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Mr. THompson. That is our general pattern. Our primary function 
in the development of our stations and the designation as to the type 
of oper: ation is on a distribution basis. 

Mr. Roosrvert. However, you wouldn’t want to have the committee 
assume that the Standard station did not try to go out and get its 
fair share of the stabilized local trade. 

Mr. TuHompson. The Standard stations would take any business that 
came to them, that is quite true, but when we establish a station, be 
it a lessee dealer or a company station, we take into account the type 
of market that exists there, and we do find very definitely—and have 
proven this now over a good many years—that the Chevron dealer 
does a much better job for hims self and for the company if located 
in a small town or in a small community where he can become well 
acquainted with the neighbors, and they become more loyal to him. 
That is why such a high percentage of the: se dealers reflected in this 
survey which I gave you claim that they do not lower their prices to 
meet competition, because they have this loyalty to the local business. 

Now, out on a highway or on an arterial where they are addressing 
the public that has no particular buying habit, you can’t do that. 

Mr. Rooseverr. What is the policy of Standard in relation to com- 
petition between Standard and Chevron stations? Are there any 
instances in your.experience where a Standard and a Chevron station 
are in competition ? 

Mr. 'THompson. That would only occur, I believe, where a dealer 
who owned his own service station chose to buy our products, and it 
happened to be adjacent to a company: station. We certainly don’t 
locate new stations or acquire stations that we have property interest 
in, in competition. Why should we? As a matter of fact, if we are 
just—we are the people that pay the rent, basic rent, and depreciate 
the station, and we wouldn’t want to milk one of our units dry and 
dump it into another unit and thereby cause ourselves an overall 
high operating cost. 

Now, it is true that you may go down the street in some of these 
cities on a very heavily traveled arterial with a divider line in the 
middle of it, and you find maybe a Chevron dealer on one side of the 
street or Standard station on the other or maybe both Standard sta- 
tions or both dealers, but they may as well be a hundred miles apart 
on that type of arterial. There is no competition; the traffic can’t 
cross over. So you find situations in driving around that sometimes 
look a little ridiculous to the public, but there is a very good reason 
for it. 

Mr. Roosrvetr. The reason is because you think they serve a separate 
part of the trade. 

Mr. Toompson. Very definitely ; yes, sir. 

Mr. Roosevett. It is then, for the record, the policy of the company 
not to put a Chevron dealer in competition ‘with a Standard company- 
owned station or commission station. 

Mr. THompson. Or vice versa. I mean, it goes both ways. 

Mr. Roosevetr. Well, naturally. 

Is it not true that in some of the many nonbrand stations, at least 
in the Los Angeles area, that you will frequently see the sign posted 
that the nonbrand station will accept any major company credit 
card? How does he do that? 
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Mr. Txuompson. Well, that is generally done—— 

Mr. Roosevetr. And get his credit paid by you. 

Mr. Tuompson. There are concerns that I might say have come 
and gone because it isn’t apparently a very stable undertaking. 
There have been a number of them fail. They will, for a fee, honor 
the credit slips that we will say the independent rebrand dealer will 
charge to customers of his, and then they handle the billing directly. 
Tt is not billed through the office of the major company, or ourselves, 
at least, I am sure, and it doesn’t apply to anyone else, where you 
receive a statement—I think maybe I could give you an illustration 
that will clear it up a little bit; you may have a Standard Oil credit 
card, and you are getting your statements on purchases you have 
made at either a Chevron dealer or at a company station. Then you 
drive into one of these rebrand stations, and you hand your card 
in. That is merely an introduction to this, that you have credit with 
somebody, so he makes out a credit slip and gives you back your 
credit card, and then he sends it along to some billing agency that he 
has employed to handle this, and they send you a separate bill for 
that one single delivery. It doesn’t go through our ks. 

Mr. Roosevett. In other words, it is not sent directly to you. 

Mr. Tuompson. No, sir; positively not. 

Mr. Roosevett. It would not appear on the individual’s company 
statement. 

Mr. Tuomprson. We have had more complaints from our credit- 
card customers, getting two bills at the end of the month, one for 
some they bought at one place, and the other they buy from our 
company stations or dealer stations. The customer doesn’t under- 
stand it. He thinks his card is good, and he finally finds he has a 
bill from two different people. That is merely using the credit card 
of the major oil company as a credit reference for some independent 
concern to extend credit and bill separately. 

Mr. Roosrvertr. Thank you, sir. 

Now, it is the practice of your company, which from your testi- 
mony varies quite considerably from other testimony given to this 
committee, that when a price war starts and you give a subsidy to a 
dealer in that given area, that you give it to the dealer, as you have 
testified, whether or not he lowers his price. 

Mr. Tuompson. That is correct. 

Mr. Roostvett. Would you say that in general this is a practice 
which has been justified and that it is a satisfactory practice from 
the company point of view ? 

Mr. Tuompson. Well, I will say this, that we have an obligation 
to all of our Chevron dealers to treat them alike, and they are the 
boss at their service station. If they want to lower the price, they 
have the wherewithal to do it. If they want to put it in their pocket 
and feel that they can hold all or a considerable portion of their 
business by their friendship with their local customers, that is their 
privilege to do so, but it would certainly be poor business from my 
standpoint to go around and pick out certain dealers whom you 
knew would lower their price and extend help to them and not give 
it te all dealers who are in competition with each other in that par- 
ticular 





Mr. Roosevett. My difficulty naturally is that I know that this is 
not a widespread practice, and I am interested in finding out why 
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it is considered to be good business by you when it is not considered 
to be good business by some other major companies. 

Mr. THomrson. Well, naturally we don’t like to pay out money 
and get no return for it. In effect that is what you do when you 
make an allowance to a dealer and he doesn’t become competitive 
and protect his business and ours. It is a costly thing to us, obviously. 
But that is more than outweighed by the fact that we want to treat 
all of our dealers fairly, and we are not treating them fairly if we 
try to pick and choose between those fellows who go out 

Mr. Roosevett. In other words, in your opinion it is good public 

olicy. 

. Mr. Tuomrson. I think it is good company-dealer policy, and we 
follow it religiously. 

Mr. Roosevett. That is an important question. 

Mr. Tromerson. We follow it religiously in our company. 

Mr. Roosrvetr. If I may, for a moment, I would like to go back to 
this business of distribution. When you sell to a private rebrander, 
is there much difference or any difference in the quality of gasoline 
that is delivered to that private rebrander and the quality of gasoline 
as it is sold in your own station ? 

Mr. Tuomrson. You are talking about rebrand jobbers, not service 
stations. 

Mr. Roosevett. No, I am talking about both. 

Mr. THompson. We do not supply rebrand service stations. We 
only supply rebrand jobbers. 

Mr. Roosrvetr. All right, then, the rebrand jobber. 

Mr. Triomrson. Well, our commitment to our rebrand jobbers covers 
what we call our S. O. jobber grade gasoline, regular grade, and 
premium. That is our commitment to sell. Now, if you will examine 
that list, you will find that those jobbers are considerably scattered 
throughout the West, throughout the seven Western States, and for 
the company’s convenience we do at times supply our regular grade 
in lieu of the grade for which we are coehinnitted: 

Mr. Roosevett. In other words, your agreement is to sell a—— 

Mr. THompson. Special jobber grade. 

Mr. Roosrevetr. Minimum grade, and frequently for your conveni- 
ence you sell your regular grade. 

Mr. TrHompson. Yes, sir, that’s correct. It depends entirely upon 
the stocks at the particular location and how convenient it is for us 
to carry more than one grade. 

Mr. Roosevett. In other words, in order to get rid of a temporary 
surplus of your regular grade, you will sell to this rebrand jobber 
your regular grade. 

Mr. 'THompson. No, Mr. Chairman, that is not the reason. The 
reason is that were we to stock two grades—that would be 4 grades, 
2 grades of regular and 2 grades of premium—at some of the more 
isolated areas here, the tankage, the shrinkage and all, the handling 
cost, pumping and what not, would be too costly for us by comparison 
with just simply selling them the grade that we regularly distribute 
under our brand. 

Mr. Roosrveur. I am pressing on this because this is of great im- 
portance to the committee from. the point of view of the public. The 
public can go in and buy this private rebrand of your regular grade of 
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gasoline at a considerable reduction in price over what he can buy it at 
your station, and yet he doesn’t have any way of knowing that. Isn’t 
there some degree of bad public policy when you are forcing, in 
essence, the public to buy for a higher price under your label exactly 
the same product that he is buying at a much lower price from some- 
body else? 

Mr. Tuomeson. If I understand you correctly now, you are talking 
about the service station that is supplied by a rebrand jobber that we 
supply. 

Mr. Roosrve.t. He is going to end up by selling less; is that correct ? 

Mr. Tuomrson. Yes, but I want to define the two types of service 
stations. 

Mr. Roosrvetr. That’s right. 

Mr. Tuompson. I would say that there is no rule of thumb that 
can be applied there. These dealers who get their supplies from our 
rebrand jobbers will sell anywhere from even with the major market 
down to around 2 cents a gallon below. It varies, and it varies for 
many reasons. It varies because of the—— 

_ Mr. Rooseverr. Excuse me. It will go a good deal below 2 cents 
in many instances. 

Mr. 'THomrson. Offhand I wouldn’s say that very often would it— 
T am now talking about a certain group of rebrand service stations, 
those who buy from our jobbers, not the run-of-the-mill rebrand serv- 
ice station. I know of very, very few instances where there has ever 
been a spread greater than 2 cents a gallon between the general prevail- 
ing price in a given community and the price at which they sell. That 
doesn’t mean that they might not sell more than 2 cents below some 
dealer who is sitting there putting the money in his pocket that is 
civen him to be competitive. It might be 5 or 6 cents under his price. 
But I am talking about the general prevailing market level in a given 
area and the price at which the dealer supplied by one of our rebrand 
jobbers—lI can’t think for the moment of an instance where that ever 
spreads beyond 2 cents; and in one case, particularly, I know it to be 
even, and it has been for a long time because he is a swell merchan- 
diser. He does a good merchandising job, and he can offset the pri- 
vate brand penalty by reason of the fact that he has a large number 
of service stations in rather a large area and does a fine job of market- 
ing. So he doesn’t hve to cut his prices that far below the market, 
nor can we get very far above him at any time, 

Mr. Roosrvetr. Mr. Hosmer has a question on that point he would 
like to put. 

Mr. THompson. Yes, sir. 

Mr. Hosmer. What proportion of sales of gasoline are to the gaso- 
line jobbers for rebrand as compared to your sales for Chevron 

Mr. THompson. You are talking about my company sales? 

Mr. Hosmer. Yes. The percentage probably. 

Mr. Tuompson. It is in this tabulation that I gave Mr. Nellis. The 
percentage of our sales to rebrand jobbers, which is the only place that 
we get involved in rebranding, is 7.1 or 7.2. It is on that sheet that 
I gave you—of our total motor gasoline sales in our Western States. 

Mr. Hosmer. Of that 7.2. percent, what percentage in turn. goes 
into these so-called isolated areas that you described, where the quality 
is the Same and not different from that which goes into your regular 
stations ? 











DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 33 


Mr. Tuompson. That is quite hard to answer, Congressman Hosmer, 
because it depends entirely—if I gave the impression that we only do 
that in the very isolated areas, 1 gave the wrong impression. That 
could happen to any of these jobbers. It depends entirely on what 
our stock position is at the point where the jobber takes his supply, 
and it could even mean that all of it at a time would be our regular 
grade that would move through these rebrand jobbers. 

Mr. Hosmer. Then it is not so much the physical storage capacity 
that you might have for four different qualities of gasoline as it is 
what your refineries are producing at a particular time; is that it? 

Mr. TuHomprson. That becomes snvulved It is a very complicated 
thing. 

Mr. Hosmer. Or is it a combination of them? 

Mr. ‘THompson. It is a combination of them, I would say. 

Mr. Hosmer. For instance, in the metropolitan area, where you 
have extensive storage facilities, there would be the one factor of 
refinery 

Mr. THomrson. Well, you have the matters of transportation and 
tankage. You see, our product is another thing that is rather difficult 
in our industry—in the summertime we sell so much more gasoline 
than we do in the wintertime, and the refinery has to be kept running. 

Mr. Hosmer. Does it all come out of your own refineries, or do you 
buy from others ? 

Mr. TuHompson. There are some exchanges that exist in the remoter 
areas, but we refine all our products. 

Mr. Hosmer. Thank you. 

Mr. Roosrvert. On the question of these exchanges, would you ex- 
plain to the committee how you function on these exchanges? 

Mr. THompson. Well, to the best of my ability I will, Mr. Chairman. 
That is quite foreign, far from my field, but there are—— 

Mr. Roosrveit. As Mr. Hill, a member of the committee, put it the 
other day: How can his automobile tell, after this exchange, if he is 
still buying a good Standard Oil product or if he is buying somebody 
else’s product. 

Mr. Tnomrson. Very definitely, he can tell. Each company for a 
number of years—the newspapers are full of advertisements that we 
and everybody else run on the special characteristics of our product. 
We have a number of ‘additives; we have a detergent additive we 
put in which keeps the carburetor clean and doesn’t foul up, keeps 
your motor from dying—I am giving you a sales talk, maybe. 

Mr. Roosevetr. I was going to say 

Mr. ‘'THompson. There are various additives that are used and 
different ones used by each company. You have seen them adver- 
tised. Everybody has a different additive. Those things are put in 
at the end point, wherever the product is turned over to the sup- 
- plier that receives it. That is where that is blended in, so you get 
the product that is—— 

Mr. Roosrvetr. You mean to tell me that the wholesale consignee 
puts in this additive? 

Mr. THomeson. I am talking about these exchanges that take place. 

Mr. Roosrverr. I know, but when these exchanges take place, ob- 
viously they come out of your refinery without these additives. 
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Mr. Tuompson. In an exchange they would go into some terminal 

or some plant that was operated by our company. They wouldn’t 
Oo———_ 

’ Mr. Roosevett. In other words, you would own this bulk plant. 
Mr. Tuomeson. That’s right. Very definitely, I would say that. 
Mr. Rooseverr. And there are no exchanges? You are telling me 

there are no exchanges made after they leave your own company- 

owned bulk plants at the plant ? 

Mr. Tuompson. As far as I know, no. The exchanges occur be- 
tween refineries and terminals where there is—one company may 
find it convenient to take a product from another company at a given 

oint where it is difficult for him to move his product in and give 
it back to this company at some other point, but the products, once 
they are received at the terminal, or wherever they come in to the 
salaried plant of the receiving company, would then be blended up to 
the specifications that we would market under our branded product. 

Mr. Roosevett. With whom are these specifications filed so that 
they become a matter of public record ? 

Mr. Tuompson. I think that—I am just guessing at this now; I 
am not familiar with it, Mr. Chairman—but I would say that they 
receive a barrel, or barrels, of some additive, and they are told that 
in every, say, tank car of product, or every so many thousand gal- 
lons of product, they are to put in so much of the stuff. I do not 
believe the formulas are in the field. The formulas are probably 
retained in our research laboratory. I believe that is the way that 
that operates. 

Mr. Neus. May I ask a very brief question on that ? 

Mr. Tompson. Yes. 

Mr. Nexus. If I understand your testimony correctly, you could 
make Standard Oil gas out of Sinclair gas plus Standard Oil addi- 
tives. Isthata correct statement? 

Mr. Tuompson. Providing Sinclair made the kind of gasoline we 
would want to use as a base. We don’t exchange with everybody. 
We must know the specification of the product and know that it is 
up °. a high specification before we would have anything to do 
with it. 

Mr. Nexus. In other words, if the basic product is up to the same 
specifications that Standard Oil maintains, then you could make 
Standard Oil gasoline out of anybody’s product by adding the proper 
additives. 

Mr. THompson. Wecould make a very acceptable product. 

Mr. Roosrevett. Mr. Thompson, unquestionably, as you know, later 
on in the hearings we will hear from dealers and other parts of the 
distribution system, but in your testimony you do refer to the fact that 
there are occasions when, as you label them, an eager beaver might 
violate the company policy which you have described in your testi- 
mony. 

Mr. THomrpson. Yes. 

Mr. Roosevett. Has the company set up a formalized approach to 
dealer complaints that might arise from those eager beavers? In 
other words, do you have any dealer councils or anything of that 
nature which the committee has previously heard about in operation 
in the east ? 
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Mr. THomrson. I know what you are talking about there. First, 
I would like to make one statement. It will be reflected in this survey. 
There are maybe 3 or 4 fellows, or something, who said they were 
pushed around a little bit. I would like to point out that some of 
this comes from the fact that dealers will put in competitive merchan- 
dise—which they are perfectly entitled to do and we never object to 
it—but they will have some competitive merchandise like some tires, 
maybe, of another manufacturer, and then when they sell it, they 
want to charge it on our credit card; and we carry the credit and the 
credit risk and billing and the rest of it. It is necessary for us to 
inform these dealers that we will not carry the credit on this com- 
petitive merchandise. They may keep it in the station, sell it to their 
heart’s content, but we are not about to carry the credit on it. Very 
often, when we run down these complaints that get in there once in 
a while—and we search them out; as I said in my testimony, the 
division manager has to go out and work with this dealer and see 
what the basis of this trouble is—we will find in many, many cases it 
all comes from his misunderstanding of our intent when we go out 
and say we are not going to handle competitive merchandise on our 
credit cards. 

Mr. Roosrveur. Does the dealer have any direct approach to the 
company over the head of the salesman who is in charge of his 

Mr, THompson, Oh, very definitely ; very definitly. 

Mr. Roosrvett. How does he do it? 

Mr. THompson. We don’t have salesmen, to start with. We have 
these merchandisers. They are not salesmen. They don’t even 
carry a price book, If he has any difficulties with that man, this 
merchandiser—that is, a group of maybe a half a dozen merchandisers 
have over them a supervisor, and that supervisor is constantly rotating 
among the dealers. He knows the supervisor probably about as well— 
that is, the merchandiser’s supervisor—about as well as he knows the 
merchandiser. Then beyond that we have our division manager and 
his assistants, and they are circulating constantly, My department 
is purely a retail department. We don’t have another worry in the 
world—we have lots of worries, but I mean there isn’t anything be- 
sides the retail worries. 

Mr. Roosrverr. As far as the dealer is concerned, he does not have 
a form of direct approach except as one of the supervisory groups 
come to him? 

Mr. Tuompson. Yes, we have. I am glad you brought that up. 
For some years we have been holding semiannual meetings not with 
a small group selected to represent and bargain for a whole group of 
dealers—because we don’t feel that that is in the interests of the rank 
and file of the dealer—we call them all in, and we get maybe 20 at a 
time in every field, buy their dinner. We usually have a motion pic- 
ture or some advertising or sales presentation as a kick-off to it, and 
then we have what we call a gripe session and turn it loose to them 
and let them talk as long as they want to, and the questions that are 
raised or the complaints that are raised are recorded and come in to 
my desk, and we have been able to satisfy many of the—we don’t 
talk about price now, I will straighten that point out, but the things 
that are talked about are operating problems, and we have been able 
to correct many of those little fringe dissatisfactions that could 
grow into something worse if not corrected. 
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Mr. Roosrverr. Let me put it this way: 

You select the people who will come to these semiannual meetings? 

Mr. TuHompson. No, sir. 

Mr. Roosreverr. Or do you invite everybody ? 

Mr. TuHompson. We invite everybody. 

Mr. Roosrvert. Every dealer 

Mr. Tuompson. Every conventional service station dealer, whether 
he is a lessee dealer or whether he owns his own service station, is 
invited to that meeting, and the hours—we try to make the hours 
as convenient for the largest possible number as we can, and they have 
high attendance, and we take, for instance, a supervisor’s area gen- 
erally, constitutes a group meeting. We will probably have that 
many dealers, enough to fill up a room. We don’t have to large a 
crowd because it gets out of hand, but about 15 to 20 is the usual 
number. We have had a great success with that, and we see no rea- 
son at all for trying to convert that into some little half dozen spokes- 
men for the group who haven’t any contact with the group. 

Mr. Roosevett. Along that line, suppose in a given area you have 
a dealer and that dealer is not pumping the amount of gasoline or 
the total gallonage that you think is adequate, or not that you but 
the supervisor of his area thinks is adequate, and you know he is only 
open for 8 hours a day or 12 hours a day, and you think he could do 
better at 12 or 15. Do you not have ways and means of telling him 
that the company thinks he ought to accomplish a greater gallonage 
by certain specific methods? 

Mr. Neus. Mr. Chairman, before Mr. Thompson answers, may 
I read you a section of the dealer lease which I think is very important 
on that point? It also bears on Mr. Thompson’s statement that the 
dealer decides what hours or days he will operate, and I would like 
to have your views on this, Mr. Thompson. 

You dealer lease says the following: 





The lessee agrees to continuously operate said premise as a service station 
selling petroleum and allied products and diligently promote the sale of such 
products thereon and agrees to keep said premises open for operation such hours 
and days as fully to serve and develop the business available and to meet the 
operating hours of competitors. 

Now, who decides, and this would be in response to the chairman’s 
question, what fully serves and develops the business available and 
meets the operating hours of competition ? 

Mr. Tuomrson. Now, as you know, Mr. Nellis, whenever you write 
an agreement, you have to stipulate in there some regulation of some 
sort or the station may not be open at all; I mean, we would be sitting 
there paying rent and the station is closed. It also says, if we choose 
to waive that, it isn’t a waiver of the rest of the agreement. I would 
like to quote from the questionnaire. 

Mr. Roosrvetr. Wait a minute, Mr. Thompson. Let us not get 
away from the point. 

Mr. Tuompson. It answers the question. 

Mr. Rooseveir. Your specific testimony, however, was that you did 
nothing in relation to the hours of 

Mr. Tuomrson. All we do is that the merchandiser goes out there in 
his regular course of visits and he talks about not only operating hours 
possibly, but clean restrooms, a lot of other things, and points out to 
the fellow that his competition up and down the street are staying 
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open until 9 o’clock, and he is closing at 6 or something of the sort, 
but the decision is left up to that dealer. We do provide in our lease 
agreement there a stipulation where, if the situation got to a point 
where it was wholly untenable, that we have some basis of action, but 
that action hasn’t been taken, 

Mr. Roosrvetr. Untenable from your point of view, not his. 

Mr. Tuompson. Yes; from our point of view because-—— 

Mr. Roosrvett. So he isn’t really independent. He is only inde- 
pendent to the degree that he satisfied your idea of what is satisfac- 
tory; is that right? I am not saying that that is wrong; I am simply 
saying that I think it is better to be completely honest about it. 

Mr. Tompson. You are reading into our operating practice now a 
bunch of legal words that are necessary in endeavoring to—when you 
are leasing a piece of property, you have to have some stipulations 
in there that the thing will be used for the purpose it is intended. It 
doesn’t necessarily mean that we have to go out there every time that 
the fellow doesn’t do it just the way we want to kick him around, and 
we don’t do that. We have evidence we don’t do that. I promise you 
we don’t do that. 

Mr. Neus. I think that is true. I don’t think the chairman was 
in any way accusing you of saying something that you don’t do, but 
I do believe there is somewhat of a variation between your statement 
and the language of the lease, and I don’t think you can get away 
from the language of the lease merely by saying it is a legal necessity. 

Let me say this to you: your merchandisers are really not salesmen, 
you say, but when you look at their function—let’s take a case where 
a subsidy is pocketed by the dealer and the gallonage begins to drop. 
Doesn’t your merchandiser really begin to merchandise at that point? 

Mr. Tompson. He might go out there and call the dealer’s atten- 
tion to the price situation that prevails in the particular dealer’s local- 
ity, but he never would order his price changed or in any way threaten 
him or even tell him in any shape or fashion to change his price. 
That is entirelly his job. 

Mr. Netuts. At least you know of no such case where that exists. 

Mr. Tuompson. I would say it doesn’t exist plus the fact that I 
don’t know it. I just have that much confidence in the work that we 
have done with our field people that they would not go out and tell 
any dealer to change his price. 

Mr. Netuis. Even where he pockets the subsidy. 

Mr. THompeson. Even where he pockets the subsidy. 

Mr. Nexus. What about this lease condition? "Would you say that 
there are other lease conditions that you would feel are there just for 
legal purposes rather than as a direction to the lessee? As I read 
this lease, the lessee really has nothing to say about hours of operation 
because the standard is that he shall operate such hours as fully to 
serve and develop the business available, which could mean anything. 

Mr. TxHomrson. We don’t set any hour there. We don’t tell him 
he has to operate 10 hours or 12 hours or 16 hours, and I still would 
like to report on what our dealers who lease from us say from this 
survey that you have in your hands. 

“Station hours are fixed by the dealer, 91 percent. By the gasoline 
supplier, but he gives leeway, none. By the gasoline supplier, 3; and 
not reported, 6.” So if you cut out those that didn’t report, you 
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have something like 93 or 94 percent of our dealers who lease from 
us who say themselves to a third party that we have nothing to do 
with their operating hours, and that certainly should at least define 
the policy that we exercise in following through those lease terms. 

Mr. Neuuts. At least it shows some experience. I wanted to ask 
you about this survey. How was this survey taken, Mr. Thompson ? 

Mr. Tuompson. We provided the Field Research Co. with a com- 
plete list of all of our service stations, all our conventional stations, 
those where we are the lessor and the ones where the dealer owns his 
own service station. They got the complete list. They determined 
the size of the sample—we asked them to make it a completely coast- 
wide affair. They went into every division we have. They deter- 
mined upon the size of the sample which, by the way, represents about 
a third of our conventional service stations on the Pacific coast. 
They wrote the questions. 

r. Nevis. Excuse me,sir. The name is not given. 

Mr. THompson. On the cover. Field Research Co. 

Mr. Netuis. I beg your pardon. 

Mr. TxHompson. That is a very highly regarded concern. We 
stayed completely out of it. They went out and decided on the size 
of the sample. The sampling is indicated a little more fully in the 
back where it shows the different number of pumps and monthly 
gallonage, and the splitup between divisions gives you a pretty good 
cross section there. They went out and made this survey, and the 
first thing I knew is when I got the report, and I was very happy 
about it because it reflects the idea that we have accomplished—at 
least the dealers tell a third party that we have accomplished what 
we have set out to do and have been trying to do for a good many 

ears. 
i Mr. Roosevett. If a dealer who was being questioned was asked 
the question of who was trying to secure this information, what 
answer did he get? 

Mr. Tuomrson. That was kept very much under cover because we 
got reports back from our field people—we didn’t even tell our field 
people that we were making this survey, because we didn’t want any 
information to get to the dealer that he would know, and they thought 
the FBI was doing it and the American Petroleum Institute, and we 
got all kinds of reports as to who was doing it, but nobody knew we 
were doing it. The investigators were definitely informed that they 
were going to have to duck that one, which they apparently did. 

Mr. Roosrverr. You honestly don’t think the dealer had any idea 
you were trying to find out about it. 

Mr. Tuompson. No, positively, Mr. Chairman, I am sure, because 
as these surveys go, they drag a little what we call red herring 
through them to get started. 

Mr. Ne tis. One last question on the survey. I see that only 37 
dealers or 3.4 percent declined to answer questions. 

Mr. Tuompson. Which page are you looking at? 

Mr. Neruts. The foreword. “Only 37 dealers,” it is stated in the 
foreword, “or 3.4 percent of all of the actual contacts declined to be 
interviewed.” I was wondering whether some information would 
not have had to be given to some of these dealers as to the purpose 
of such a survey; otherwise I would think you would get a much 
larger proportion of declinations, wouldn’t you? 
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Mr. Txuompson. No, it is surprising. For one thing, they use 
women investigators, this company does, in this type of a survey. 
[ Laughter. | ; 

Mr. Netuts. I will withdraw the question. 

Mr. Tuompson. I guess most of us are married, and you know that 
the women can get things out of us that a lot of other people can’t. 
No, they considered that to be a very minor item in this, to have that 
few. 

Mr. Roosevett. Mr. Thompson, this time I am going to ask Mr. 
Steed if he has any questions. 

Mr. Srexp. I believe you said that your company permitted your 
dealers to handle any tires, batteries, or accessory items they chose. 

Mr. Tuompson. That’s right. 

Mr. Streep. You, yourself, carried some, but they were free to han- 
dle any other they liked. 

Mr. Tuompson. That’s correct. 

Mr. Streep. However, I think I understood you to say that in your 
credit card allowance you only covered those items that you, yourself, 
supplied to them. 

ir. THompson. That’s correct. 

Mr. Sreep. Any other items they carried they had to finance them- 
selves. 

Mr. Tuompson. That’s correct. 

Mr. Sreep. I also believe you said that your company had no over- 
riding commission arrangements with any tires, batteries, or accessory 
sources. 

Mr. Tuomrson. That’s right. 

Mr. Streep. Does your company own any interest in any other 
companies that do produce tires, batteries, or accessory items ? 

Mr. THompson. Not those who produce tires, batteries, or accessory 
items. We are stockholders in the Atlas Supply Co., which is an 
owner of a trademark and a concern who provides technical assistance 
and control, production control, and whatnot in the factories where 
we individually choose to place our business. All of our tires are 
made on Atlas specification. They also handle the national advertis- 
ing for the licensees of Atlas. 

Mr. Sreep. You can assume then that your interests in distributing 
those TBA items as being more of those of an owner than someone 
who had an overriding commission arrangement to—— 

Mr. THompson. Well, we are certainly endeavoring to get that line 
as widespread in the market as possible because we buy it from tire 
manufacturers and resell it at a profit, and the more we can sell, the 
better we like it. But I wouldn’t know what comparison could be 
made between our promotional efforts and those of a company with 
an overriding, because we don’t have any override. I don’t know what 
would possess them 

Mr. Sreep. That is what I say. Your interest then is from the 
standpoint of trying to push something that you own yourself rather 
than 

Mr. THompson. Sure, that’s right. 

Mr. Streep. That is all. 

Mr. Roosrevetr. Mr. Hosmer? 
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Mr. Hosmer. Mr. Thompson, I want to get back to that 7.1 percent 
of your sales going to jobbers. Do you have any horseback guess as 
to what portion of that is of a nondifferentiated quality over the year? 

Mr. THompson. I couldn’t tell you that, Congressman. 

Mr. Hosmer. Would it be less or more than half? 

Mr. Tuomrson. Let me get the question straight. The percent that 
is not our branded product or the percent that 

Mr. Hosmer. You said that you sell about 7.1 percent to jobbers—— 

Mr. Tuompson. That’s right. 

Mr. Hosmer. People who sell it under another brand. In several 
instances the same quality goes to those people as goes to your own 
stations and to Chevron. 

Mr. Tuomrson. That’s right. 

Mr. Hosmer. That is due to certain refining conditions and certain 
storage conditions. 

Mr. Tuompson. Is that the percent you are asking for? 

Mr. Hosmer. I am asking for that percent. More or less than half 
of the 7.1? 

Mr. Txompson. The product that moves through our branded 
jobbers that is of the same quality as we sell under our brand would 
be more than 50 percent; yes. 

Mr. Hosmer. In other words, more than 50 percent of the 7.1 per- 
cent is the same quality gas as goes into your own stations. 

Mr. THomeson. That’s right; yes, sir. 

Mr. Hosmer. I think that isolated term that you used before is not 
quite appropriate, is it? 

Mr. THompson. I don’t quite understand you. 

Mr. Hosmer. I understood from your previous testimony that it 
was just probably more or less a negligible amount. 

Mr. THompson. Well, I didn’t intend to mean that it was a negli- 
gible amount, but I did indicate that we had no commitments to pro- 
vide any of our branded product to the unbranded jobber. If, we, 
ourselves, find it more economic to provide a separate grade, we are 
perfectly free to do so. 

Mr. Hosmer. That’s right. Now, in practice, however, does it 
amount to more or less than 75 percent ? 

Mr. THompson. I would say—let me maybe clear the atmosphere 
by saying that there is very little special product goes into that field 
at the present time, and that doesn’t stand for all the time. 

Mr. Hosmer. Is that because of the difficulties of actually switching 
the refinery operation into a different quality gas? 

Mr. Tompson. It is a duplicating operation that we feel is more 
economic for us to do as we do. 

Mr. Hosmer. Now, you have some 20 or 30 percent difference in the 
amount of gasoline you sell in the summertime than in the winter- 
time, or at least that much spread during the year. 

Mr. THompson. That’s right. Of course the market goes up quite 
a bit in the summer out here over the winter. 

Mr. Hosmer. I understand that, and what I am getting at, in meet- 
ing the extra supply in the summer, do you just run your refineries 
at a higher rate or 

Mr. Tompson. We have to build up supply. 

Mr. Hosmer. You build up a storage. 
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Mr. Tuompson. A refinery—again, this is somewhat out of my 
line. It is my understanding that a refinery today, in today’s com- 
petitive market, has to operate pretty much full capacity in order to 
be economic, and so it has to be stored up. Now, of course, there is one 
advantage in that in the wintertime we also have a higher percentage 
of heating oil business than in the summer, and sometimes that refinery 
can balance—— 

Mr. Hosmer. Higher percentage of what? 

Mr. THompson. Heating oil business, fuel oil. 

Mr. Hosmer. That is not a fully refined product? 

Mr. TuHompson. That’s right, but it does move through certain 
phases of the refinery, and it does enable us to balance the run of crude 
somewhat as between summer and winter, but we do have to store up 
vast quantities of gasoline in order to provide for the summer traffic, 
the summer business. 

Mr. Hosmer. In other words, as a refiner, you have to get rid of 
a certain minimum amount of gasoline every year. 

Mr. THompson. Well, we try 

Mr. Hosmer. If you are going to operate economically, you have to 
operate at a particular rate of production ; you have to store to meet 
seasonal fluctuations. You can’t store more than your capacity, and 
aren’t you and every other refiner as an economic necessity under a com- 
pulsion to get rid of a certain amount of gasoline if you are going to 
have an economic operation ¢ 

Mr. THompson. It isn’t that simple. I mean, this becomes a very 
complicated subject, and I don’t know whether I can handle it suffi- 
ciently clear. If I don’t answer your question, I would certainly be 
happy to get whatever information you want. But on the other hand, 
we have to make projections, very leecmaniestiead are revised from 
time to time—of what we think we can sell in the market. I have to 
make them in the retail end, somebody else on the wholesale end, and 
so it goes throughout our operation, as to what we think they can sell 
through our general knowledge of the market and the business. Then 
our economics people try to figure out what increases in the market, 
how many people are going to buy more automobiles and come out to 
this coast and so on, and we try to set up a demand for our product that 
we are going to meet by months, not only this year but 5 years, and 
we even try to project it beyond that, so then the refinery can gear 
themselves to the manufacture of that product, and one of the un- 
forgivable sins down there in our shop is to make a serious enough 
mistake that they would have to shut some of the refinery down or 
not have enough plant to produce because they are always building 
additional facilities in a refinery necessary for the demand and quality 
and everything else. 

Mr. Hosmer. In other words, your production is keyed to a projec- 
tion of demand. 

Mr. THompson, That’s right. And they try to hold that, and there- 
fore—the point I was trying to get around to—therefore you wouldn’t 
have them just turning out all the gasoline they could make and some 
of these days they would have to go out and dump part of it to get 
rid of it. 

Mr. Hosmer. Wouldn’t that be a standard businesslike operating 
procedure not only for you, your company, but anybody else in the 
same kind of business ? 
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Mr. Tuompson. Well, I don’t know how other refiners handle their 
business. I would certainly think we have had successful operation 
there. We don’t miss too often or too far, and I would think—I don’t 
see how anyone could be in this business in any major way and not 
follow somewhat the same practice. But I don’t know that. 

Mr. Hosmer. But as careful as you or anybody else would operate, 
there would be some unforeseen circumstances which would disturb 
this thing, wouldn’t there? 

Mr. THompson, That is absolutely right. There is one thing you 
cannot figure, and that is competition and what it is going to do. 

Mr. Hosmer. When such a thing happens, from your knowledge of 
the general trade, the fact is when somebody gets overloaded with 
gasoline, a refiner can start these price wars. 

Mr. Tompson. I frankly don’t believe so. I have heard that stated 
a good many times. I know it is not the case with my company, but 
in viewing the market as a whole it just doesn’t seem to occur that 
way. Somebody has a lot of gasoline backed up. In California we are 
a net importer of crude oil. We don’t have enough petroleum product 
to serve the State, so we have to bring it in from different places and 
refine it, and it costs money to bring it in, it would be much cheaper, 
I think, at any rate, to pump it right out of the California wells and 
run it through the refinery, so no one, I don’t believe, would maliciously 
bring a lot of crude into the State with the sole purpose of having 
gasoline run out of their ears. 

Mr. Hosmer. I am not talking about the person who does that as 
a deliberate matter. I am talking about the refinery, large or small, 
who finds itself in a position of miscalculating, resulting in an over- 
supply, with no place to put it and a desperate necessity of getting 
rid of it. Does that situation occur, and does that sometimes lead to 
situations of price wars? 

Mr. Tuompson. I frankly am not too well versed on that phase of 
it, but it has been my observation as an individual now in handling 
the retail business of Standard Oil Co., that is not what causes price 
wars on this coast. 

Mr. Hosmer. You testified before that it was some one dealer starts 
to cut. 

Mr. Tuompson. One dealer in each place. 

Mr. Hosmer. Based on your 42 years of experience do you believe 
that that is the sole and only cause of these price wars, one individual 
dealer who starts to cut and then others follow in the area? 

Mr. Tuomrson. I would say this, that that generally is the situa- 
tion because I have seen it happen time and time again in various 
markets. My price desk can almost name the individual dealers on 
this coast that every once in awhile break loose. 

Mr. Hosmer. You have been in the business a long time. Your 
opinion is probably entitled to a lot of weight. That is why I am 
seeking it. Is there any particular season of the year during which 
price wars are most prevalent ? 

Mr. Trrompson. Not so much right out here on the coast. In the 
intermountain area there is a very low volume, of course, in the winter- 
time. They get snowed in over there, and probably in order to have 
enough service stations to serve the summer business, there are too 
many stations possibly in the winter, and somebody tries to hold his 
summer gallonage in the wintertime by reducing the price, and then 
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the next thing you know everybody meets it, and then nobody is any 
better off than they were to start with. 

Mr. Hosmer. One more question: You referred to some talk you 
had with a representative of the dealer association, 

Mr. Tuompson. Yes, sir. 

Mr. Hosmer. Who is the individual, what is his office, and in what 
association ¢ 

Mr. Tuompson. Could I give that to the committee in confidence? 
I don’t think I should pick on any individual. 

Mr. Hosmer. Well, I csideeiaatio would like to explore this thing 
further. I will leave it up to the chairman. 

Mr. Roosevett. I think as long as it was brought up in your testi- 
mony, in order to be specific so the committee can evaluate the testi- 
mony, it is important to the committee to have it on the record, just 
who it is. 

Mr. Tuompson. Well, it was the executive secretary of the Southern 
California Gasoline Service Station Association. 

Mr. Netuis. You mean Mr. Touhey ? 

Mr. THompson. Yes, sir. I can’t call to mind what his address is 
at the moment. 

Mr. Roosevettr. He will be a witness before the committee. 

Mr. Hosmer. That is John Touhey ? 

Mr. THompson. Yes. 

Mr. Hosmer. When did this conversation take place to the best of 
your recollection ? 

Mr. Tuomrson. Well, it has been—could I ask the man who was 
sitting in with me on the deal? 

Mr. Roosrvetr. Yes, sir. 

Mr. THuompson. Six months ago. 

Mr. Hosmer. Where did this take place? 

Mr. Tuomprson. Mr. Reeder’s office, our regional manager in Los 
Angeles. 

Mr. Roosevetr. Is that the Standard Oil Co. office? 

Mr. Tuompson. Standard Oil Co. office. We met, I might say, at 
his request. 

Mr. Roosevetr. At this time Mr. Brown will ask you some questions. 

Mr. Brown. I guess you probably read in the newspapers where 
gust about every day in the Congress we get letters from a great num- 

er of small-business men wanting tax relief, wanting more funds 
made available for direct Government loans to small business, and 
so forth. I am just wondering, after listening to this fine testimony, 
I think maybe the best answer is to send them out there and get them 
in the Chevron filling station business, isn’t it ? 

Mr. Tuompson. We would love to have some new faces. 

Mr. Brown. Actually I am being facetious, but these surveys and 
so forth just show that everybody is just as happy as larks. ‘They 
like the credit, they like the delivery schedules, the training programs, 
and the advertising material, but now, are they making as much money 
as they were 5 or 6 years ago? 

Mr. Tuomprson. I would say “Yes,” as near as we can estimate. Of 
course we don’t get into our dealers’ personal affairs, but we have 
dealers that will make anywhere from $4,000 to $5,000 a year up to 
in excess of $25,000 a year. I would say our dealers’ earnings would 
be somewhere between $8,000 and $8,500 a year. 
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Mr. Roosrevett. That includes their own pay, though. 

Mr. Tuomerson. Well, yes. That is their profit. That is what they 
get for operating the business, surely. 

Mr. Roosrve_r. Without adding anything in for themselves? 

Mr. TuHomeson. That is what they get. They get $8,500, you might 
say as wages or whatever you want to call it, for running a service 
station. 

Mr. Brown. That is your average dealer earnings? 

Mr. Tuompson. That is something I am estimating, Congressman, 
because we have no figures that would disclose that other than just 
general information that comes in to my office and which I get from 
time to time. 

Mr. Brown. Have costs of operations increased in the last 5 years 
in your own company owned stations ? 

Mr. Tuompson. Oh, yes; some have margins. It hasn’t been too 
many years ago when the normal margin was 4 cents a gallon. It is 
now roughly about 6 in normal places, some places even higher. But 
the dealers are becoming better businessmen. They are selling higher 
percentages of allied services and merchandise, too. As a matter of 
fact, some of these dealers who lived through these price wars without 
reducing their prices tell us that they have such a backlog of business 
that they have developed on allied sales that they can weather the 
thing for a while. 

Mr. Brown. Let me ask it again: Do you think your dealers are in 
a better financial condition today than they were 5 years ago? 

Mr. Tuompson. I would say “Yes,” overall. That doesn’t mean 
that every dealer makes more money than he did before, but I am 
saying on the average they are in better position than they were. 

Mr. Brown. In other words, their margins have kept pace with 
the increased costs of operation. 

Mr. Tnompson. I would guess that that is right. 

Mr. Brown. Would you make that flat statement? 

Mr. THomrson. Well, now, when you say “margin,” you are just 
talking about one thing again, gasoline. That is the point where we 
all get a little bit confused. 

Mr. Brown. Have margins increased on Atlas products, Atlas 
brand name products? 

Mr. Tuomeson. Sure, just as the whole economy of the Nation has 
risen in the way of inflation—the inflationary trend in the Nation has 
brought about increased prices in everything, and it is not unique 
in the service-station business. They sell gasoline for higher prices; 
they sell tires for higher prices and lube jobs and whatever else that 
they sell around the place, all are marked up in about the direct rela- 
tionship that aerate else, that all the rest of our commodities 
are 

Mr. Brown. There haven’t een any significant changes. 

Mr. Tuompson. None. 

Mr. Brown. You have had 42 years of experience in this. There 
haven’t been any significant changes in percentage markups on items 
such as batteries and tires and so forth with the increased competi- 
tion and the squeeze of inflation and so forth in the last 5 years. 

Mr. THompson. That is an awfully hard question. I don’t like to 
guess at something like that because apparently it is quite important 
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to your thinking. I could review that and submit our opinion if you 
would like me to do that. 

Mr. Brown. I think that would be most valuable, Mr. Chairman. 

Mr. THomeson. It is hard to pick something like that out of the sky. 

Mr. Rooseve.tr. Would you review the question and submit it? 

Mr. Tuompson. Yes. Would you state it again? 

Mr. Brown. Any significant changes—and I believe you had better 
take the company owned figures on this, company owned stations—— 

Mr. Tuompson. All right. 

Mr. Brown. Any significant changes in percentage markup of the 
consumer price, the retail margin, to put it very simply. For in- 
stance, I will give you an example. In the television set field there 
have been significant changes in the last 5 years, where the margin 
used to be 30 or 40 percent, and the dealer could get it, it has dropped 
down to sometimes 5 or 10 and sometimes just so much per set. 

Mr. THomrson. You are talking about that difference between the 
cost price and what it sells for. 

Mr. Brown. That’s right. 

Mr. THompson. The percentage markup. 

Mr. Brown. What it actually brings, not just what the suggested 
selling price is. 

Mr. THompson. Is that on the complete line combined, or do you 
want it separated out 

Mr. Brown. Just a scattered sampling of tires, batteries, windshield 
wipers, just the regular run. 

Mr. Tuomrson. We could very well provide that. I am quite sure 
that it has gone up, but I don’t know whether it has gone up signifi- 
vantly, but you can tell when we provide you with the information. 

Mr. Brown. That is all. 

(The above information is inserted below.) 





STANDARD O11 COMPANY OF CALIFORNIA, WESTERN OPERATIONS, INC., 
San Francisco, Calif., May 29, 1957. 
Mr. Josern L. NECLIs, Esq., 
Old House Office Building, 
Washington, D.C. 

Dear Mr. NELLIS: At the hearings of House Subcommittee No. 5 at Los Angeles, 
I was asked to give the subcommittee two items of additional information. I 
have not written earlier because I waited to get the transcript from which I 
could verify exactly what was asked. I can now give you the information 
below : 

1. The subcommittee asked whether, based on the retail prices of our company- 
operated stations, there have been any significant changes in the last 5 years in 
the retail markups on a sampling of TBA products. Attached is a statement 
showing retail prices and markups of a number of TBA items at our company- 
operated stations in 1950 and 1956. As noted on the statement, there is no sale 
from my company to its own service stations, and to figure the retail markup we 
have taken the cost of the merchandise to dealers as the cost to the company 
stations. The markups shown are comparable to those of dealers, whose profit 
experience the subcommittee was discussing. 

2. Chairman Roosevelt asked about the purchase by smaller refineries of crude 
oil from major producers. My company currently sells 2,500 barrels a day of 
crude oil to Douglas Oil Co., of crude runs by Douglas which we estimate at 
17,600 barrels a day; and currently sells 4,000 barrels a day to Fletcher Oil Co., 
of its crude runs which we estimate at 6,000 barrels a day. Weare unable to tell 
you from what other suppliers these or other refiners purchase crude oil. 

We have been interested to compare Mr. Roosevelt’s comments when he asked 
for this information with one of the allegations in the Government’s. pending 
Los Angeles antitrust suit against us and six other western oil companies. In its 
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complaint, the Government alleges that we and other defendants have restrained 
trade by refusing to sell crude oil to independent refiners. 

I would like to mention also the inaccurate price comparisons attempted by 
Mr. Morison and Mr. Glasco based on quotations in Platt’s Oilgram. Mr. Mori- 
son’s comparison of a gulf coast cargo price with a Los Angeles tank-truck price 
was corrected at the hearing by Mr. Perry of Hancock Oil Co. Mr. Glasco com- 
pared east Texas gasoline quotations of 13 to 13.5 cents per gallon with Standard 
of California’s posted tank-truck price at Los Angeles of 17.1 cents per gallon. 
The quotations in Platt’s to which he referred show that the 18 to 18.5 cent price 
is for truck-transport lots—ii is a refinery price. The Standard of California 
quotation is for quantities of 400 gallons or more delivered by tank truck to the 
customer’s premises. A price at Los Angeles more nearly comparable to the east 
Texas quotation is the “rack” (i. e., refinery loading rack) quotation of 13.6 cents 
per gallon. While Standard of California does not have any east Texas price, an 
east Texas quotation for the same type of delivery as Standard of Californiu’s 
tank-truck price at Los Angeles is Texaco’s tank-truck price at Tyler, Tex., of 
16.5 cents per gallon. 

Sincerely, 
E. D. THompson. 


Standard Stations, Inc., changes in TBA markup, 1950-56 




















Retail markup Percent 

Year| Cost to ae ae change in 
station ! price markup 

Dollars | Percent 

6.70 x 15 black tubed tire..................... 1950 $14. 19 $20. 50 6. 49 45, 4 } 39.5 
1956 | 17.72| 26.65 8.93 59.4 +39. 

6.70 x 15 white-walled tubed tire...........__. 1950 16. 89 24. 55 7. 66 45.4 442.8 
1956 21.71 32. 65 10. 94 59.4 , 

MIE idee sla 1950 12. 32 18. 95 6. 63 53.8 | 414.5 
1956 11.91 19. 59 7. 59 63.7 | ; 

IN cap erentaesrsd inialipied ai isnniitet 1959 14.73 22. 65 7. 92 53.8 } 414.5 
1956 14. 23 23. 39 9.07 63.7 ; 

Oil filter element (size No. P-34).-......-..-.. 1959 | . 98 1.61 . 63 64.3 } 433.3 
1956 1.03 1, 87 . 84 81.6 a 

SIE ONIN oS ieee nao sanesece 1959 75 1. 25 . 5 66. 7 } +86. 0 
e ; 1956 1.27 2. 20 . 93 73.2 ’ 

NID os cc cdestevcicoumdenscavy ett dad 1950 25 . 40 15 69.0 
thenii 1956 "33 “55 92 66.7 } $46.7 
per MG Ree cibichtinbiide deh Bis «<-=<0] 2000 .27 - 45 -18 66.7 e 
1956 0} 1.50 "60 66.7 |} +2383 














1 There is no sale by Standard of California to its own service stations. This column sh’ ws the amount 
paid by Chevron dealers to the company; thus the markups shown are comparable to dealer markups. 

Mr. Roosevert. Just two other brief questions which you can an- 
swer, I think, very quickly. 

Your statement on page 15, the last paragraph— 

There are a few jobbers marketing under their own brands to obtain supplies 
for my company. 

Do you make them exclusive ? 

Mr. Tuomrson. No, they are not exclusive. 

Mr. Roosrvert. In other words, if you will remember, the Govern- 
ment, I think, has stated that, “Each major requires independent dis- 
tributors who handle its refined petroleum products to deal exclusively 
in the refined petroleum produets.” In this instance that is not so. 

Mr. Tuomrson. These are definitely nonexclusive agreements. 

Mr. Rooseve.t. And lastly, do you have any views regarding H. R. 
432% 

Mr. Tuompson. No. 

Mr. Rooseveut. Which is the self-enforcement of the antitrust 
laws? 

Mr. THompson. 432 is the one—attorney’s fees on injunctive relief, 
yes. No, I haven’t any views on that, Mr. Chairman. It seems to me 
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that is a kind of a legal matter. My own personal view would be 
that I see no difference particularly in the conditions that should 
obtain as between injunctive relief and damages. Am I interpreting 
that right, Mr. Nellis? 

Mr. Netuts. Yes, sir. 

Mr. Tompson. It seems to me what is sauce for the goose is sauce 
for the gander, but I am not prepared to give you other than my own 
personal view. 

Mr. Roosrvert. Mr. Nellis? 

Mr. Neus. I have a few concluding questions, and I think most 
can be answered yes or no. 

Mr. Tuompson. O. K. 

Mr. Neiis. Have you made any significant changes in your leases 
since 1955? 

Mr. Tuompson. Oh, no, not since 1955. 

Mr. Netuis. They have not been lengthened or increased in term ? 

Mr. THompson. No, sir. 

Mr. Roosrveit. Could I expand on that a minute? Do you have 
any 3-year leases ? 

Mr. Tuompson. No, sir. Everything is a 1-year lease, more or 
less what you call an evergreen type of thing, no cancellation on our 

art. 
‘ Mr. Roosevett. No cancellation. Renewable on a certain notice at 
the end of the 1 year. 

Mr. Trrompson. That’s right, sir. 

Mr. Netuis. You stated in your testimony that you watch the 
market carefully and then grant the subsidy in competitive price 
situation to all within that market. Is that a particular trading area 
that your company decides upon ? 

Mr. Tuomrson. No. It started out to be that. I mean, obviously 
it is trading areas, but that is a very elastic sort of thing. You get a 
little local situation on an, intersection, and it probably doesn’t em- 
brace too much of a market. But as time and amount—I mean, time 
and the intensity of the price-war conditions will change that very 
rapidly, and it moves, it spreads, so there isn’t any defined line that 
you would say. However, we do with all of our dealers endeavor to 
the very best of our ability to include any dealer in this retail price 
allowance who would be in any way substantially affected—I say 
“substantially,” not even substantially. 

Mr. Netais. Of course you make that decision, don’t you? 

Mr. Tuompson. We make that decision, because we have the oppor- 
tunity to evaluate the entire market. 

Mr. Neus. What happens when a dealer writes you a letter and 
says, “My friend two blocks away, also a Chevron dealer, is getting 
this subsidy. Iam not. Why can’t I be in his trading area?” 

Mr. THompson. Well, we go out and take a look at it and if in our 
best business judgment his sales are not being adversely affected, he is 
not in that area, we could no more grant him special consideration 
and deprive other dealers similarly situated from that sort of treat- 
ment, but we certainly, if we got a letter from a dealer, would hop out 
there very fast and find out if we had made a mistake. 

Mr. Netuis. But it is a sort of a self-releasing effort, isn’t it? 

Mr. Tuompson. That’s right. 
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Mr. Neuuis. You, yourself, decide how much money you are go- 





in, 
r. Toompson. It can’t be anything else under the condition. 

Mr. Newuis. When you say you give the subsidy, what you mean, I 
think it is fair to say, is that you determine the boundaries and then 
within those boundaries everybody gets the same subsidy. 

Mr. Tuomrson. That’s right. 

Mr. Neus. In addition you say the man who gets the subsidy with- 
in that boundary decides whether he keeps it or gives it to the consumer, 
right ¢ 

Mr. THompson. Yes, sir. 

Mr. Neus. Do you also consign as well as sell TBA products? 

Mr. THompson. We consign most of our TBA to our dealers. 

Mr. Nexis. To the dealers. 

Mr. Tuompson. Yes. 

Mr. Netuts. Do you collect for that, for the month previously? Is 
that it? 

Mr. Tuompson. At the time of sale it is remitted; at the time the 
dealer or our agent sells the TBA—I say “TBA.” I would like to 
clarify there. ‘Tires, tubes, and batteries are consigned. Accessories 
are not consigned. 

Mr. Netuis. I see. Accessories are sold outright from your Atlas 
distributorship. 

Mr. TuHompson. Yes, sir. 

Mr. Nexis. On consignment sales who determines how much a 
dealer should carry ? 

Mr. Tuomrson. That is left pretty much to an agreement between 
the merchandiser and the dealer. If the dealer feels that he has a 
clientele that would carry stock, it is obviously our final decision as to 
the quantity that is placed in his establishment, but we have never had 
any arguments with dealers that I know of over the amount of stock 
that we consign to him, for the reason that we have a very con- 
venient arrangement for delivery. In other words, if a dealer runs 
short on a tire, he can go to any company station or any dealer station, 
and through a transfer invoice, can procure that tire, so he never finds 
himself in position where he loses business because of lack of consigned 
merchandise. 

Mr. Neus. This is another area in which the merchandiser, as dis- 
tinguished from the salesman, works something out with a dealer, and 
they decide between them how much the dealer should have, is that cor- 
rect ! 

Mr. Tuompson. That’s right. 

Mr. Nexus. I understand that you have some consignee retail sta- 
tions as well, is that correct ? 

Mr. Tuompson. Well, I explained, I think, in my testimony, Mr. 
Nellis, we have 178 former company stations which, because of the 
fact that we have probably been fenced off from transient traffic that 
have gone on consignment 

Mr. Nexus. Yes; I heard that testimony. I merely wanted to ask 
you about those consignment stations. Do you convert dealer stations 
to consignment stations at all? Do you have any kind of policy about 
converting them over ? 

Mr. Tuompson. No, sir. There have been, as I said in my testi- 
mony, all but 3 of these 178 came from company operation. There 
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were 3 diversions some 2 or 3 years ago from dealer operation. I will 
try to give you the circumstances because things like that are quite rare. 
In one case, because a highway—this was the reverse of what usually 
happens—a highway was placed in front of a dealer service station, 
and he was a rather elderly gentleman, and it was just too much for 
him, and he asked us for a smaller station. We transferred him to a 
smaller station and because of the traffic situation reopened that station 
as a consignee unit. That was one of them. Another one, it was a 
unit we would have liked to have had under the red, white, and blue, 
but we wouldn’t, as long as the dealer was there, do anything about it. 
He took over a competitive service station over in, I think, Wendover, 
Utah, and when we reopened that station, we reopened it as a con- 
signee. The third one and last one, a young man gave up the station to 
go to Fresno State College, and we chose to operate it, because we have 
certain very distinct and very definite ideas in our mind as to what 
type of operation should be in each location. That is the first factor in 
any consideration of the type of operation, but we do not change back 
and forth for—change our dealers. 

Mr. Roosrvett. Mr. Thompson, on page 16 you say that there is a 
different group of private brand stations which have become a substan- 
tial factor in the retail market. I don’t know what you mean by 
“substantial factor”—10, 15, 20 percent. 

Mr. THompson. Well, I am talking about the rebrand service 
station that buys directly from the small manufacturer, small refiner. 

Mr. Roosrvetr. What I want to know is, what percentage would you 
call a substantial factor, roughly ? 

Mr. Tuompson. Of course that would vary with different parts of 
the country. I would say here in Los Angeles it is quite a substantial 
factor, maybe 20 percent. That is a guess, Mr. Chairman. I could 
maybe run that down through State tax figures, if you 

Mr. Roosrvetr. No; I think that will do. You go on to say that 
they commonly buy direct from numerous smaller refineries. How 
many of these smaller refineries are there in existence today in the 
southern California area ? 

Mr. Tuompson. I am not aware of that fact. There again I would 
have to provide—— 

Mr. Roosrvett. Is it a true statement that the number of these in- 
dependent smaller refineries has been declining ? 

Mr. Tuomrson. I am not in position to tell you. I don’t know that 
they are. 

Mr. Roosrevett. Wait a minute. You have said that they buy from 
numerous smaller refineries, so you must have something: 

Mr. THompson. I know there are a number, but whether they are 
declining or decreasing—I haven’t that information. 

Mr. Roosevett. How many would you say there are—25, 50, 10, 
12? 

Mr. Tompson. I don’t think there are that many, but I would 
have to provide you with that information, Mr. Chairman. Frankly 
it would be too wild a guess to do your committee any material good. 
I would be happy to provide it. 

Mr. Roosrvetr. The value of the statement then decreases because if 
you know so little about it 

Mr. Tuomrson. I do know there are a number of them. That I 
do know. 
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Mr. Roosevetr. I am trying to find out what is “numerous” in 
your mind—10, 5,20? What is “numerous” ? 

Mr. TuHompson. I would say if there were half a dozen—that would 
be numerous small refineries. I mean, the word “numerous” as I 
used it there was to define it as different ones. I might have had a 
bad choice of words. 

Mr. Roosrvetr. Let me go on from there. Where do these inde- 
pendent refineries, in your opinion, secure their crude ? 

Mr. Tuompson. I think, generally speaking, from independent pro- 
ducers; there are many, many independent producers. 

Mr. Roosrevett. You really think that theses independent producers 
supply the major part of these independent refineries’ crude pro- 
duction ? 

Mr. Tuomprson. That is my opinion. But, Mr. Chairman, I am not 
qualified to talk about production. 

Mr. Hosmer. You are in the marketing end of it. 

Mr. Tuompson. I am in the retail marketing end of it, and I have 
done my best to give you what information I know. I just hate to 
guess—and wild guesses—about something I don’t know too much 
about. 

Mr. Roosrvett. The reason this is important is that you go on and 
make the statement that these people are a common cause of so-called 
price wars. 

Mr. THomeson. Not the major refinery, but the service station 

Mr. Roosrveir. That buy from these private refineries? 

Mr. Tuompson. That is correct. 

Mr. Roosrvett. Therefore, if it should develop—and, very frankly, 
I would like to ask you to ask the opinion of the person in Standard 
who is qualified to answer this question and supply it to the com- 
mittee—— 

Mr. Tuompeson. I will be glad to. 

Mr. Roosevetr. If these smaller refineries do purchase a very large 
percentage of their crude from the major producers, then we would 
have there, right within the major producers, wouldn’t we, a common 
cause of the price war? If that is a correct statement, we would have 
the ability to control it. 

Mr. Tompson. Well, that, as I say, Mr. Chairman, I wouldn’t 
like to hazard a guess on. 

Mr. Roosrvetr. I don’t want you to guess on it. I want you to find 
out the answer. 

Mr. Tuompson. I would be very happy to, sir. 

Mr. Roosrvert. Mr. Thompson, we want to thank you very much 
for having been so patient with us. As you can see, we are groping 
for information. if you have been most helpful to us and we appre- 
ciate your appearance and your cooperation with the committee very 
greatly. I might also say that if we are going to get through before 
next Christmas, we are going to have to go a little faster this after- 
noon than we did with you. 

So at this time the committee will announce that it is going to hear 
after lunch from Mr. Brunn, of the Associated Tidewater Oil; from 
Mr. Rath, of Union Oil; from Mr. Port, of General Petroleum; and 
if we can fit it into the afternoon session, also from Mr. Miller, of 
Richfield Oil, and Mr. Stetson of Shell Oil. If any of these gentle- 
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men are present, we will ask them to be sure that their statements are 
here. I am going to ask them to consult with committee counsel to 
see whether we couldn’t perhaps have them all up together at the 
same time this afternoon and summarize their statements, instead of 
reading all of the statement, and then, of course, we will put the entire 
statement into the record. So again, Mr. Thompson, we will excuse 
you at this time, and the committee will stand in recess until 2 o’clock 
this afternoon. 

(Thereupon, at 12: 15 p. m., the subcommittee recessed to reconvene 
at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Roosrvetr. The committee will please be in order. 

In order to facilitate things, as I explained at the end of the last 
session, the committee will now hear from Mr. Brunn, of Associated 
Tidewater Oil. But I would ask Mr. Rath, Mr. Port, Mr. Miller, and 
Mr. Stetson, if they are in the room, also to come forward so that they 

can hear the testimony and be prepared, if they have any different 

slants or any differences of opinion with relation to the questions 
which we will put to Mr. Brunn, and his answers—to try to summarize 
the differences so that the committee can eliminate as much repeti- 
tious testimony as possible. 

Mr. Brunn, would you come forward—and the other gentlemen, 
if you care to sit anywhere inside the rail, we would be very glad to 
have you do so. 

Mr. Brunn, may I first swear you in, please, sir? Will you raise 
your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Brunn. I do. 


TESTIMONY OF WALTER BRUNN, WESTERN DIVISION MARKETING 
MANAGER, TIDEWATER OIL CO. 


Mr. Brunn. May I say, Mr. Chairman, that the name of our com- 
pany is the Tidewater Oil Co. The statement I have to read is rela- 
tively brief, and, I think, it will answer many of the questions that 
have come up in correspondence that we have had with your com- 
mittee. 

I am Walter Brunn. I am marketing manager of the western 
division of Tidewater Oil Co., with headquarters at San Francisco, 
Calif. 

Mr. Roosrverr. Just a second. Are you going to read all of the 
10 pages? 

Mr. Brunn. Yes, sir. It will take about 10 minutes. 

Mr. Roosrvext. All right, go ahead, sir. We will let you 

Mr. Brunn. As such I am in direct charge of the saateattia ac- 
activities of this company in the States of California, Oregon, W: ash- 
ington, Nevada, Idaho, Utah, Arizona, and the Territory of Hawaii. 
I have been with the company in various capacities in the sales 
department since 1923. I am here in response to the suggestion con- 
tained in your letter of March 29 to Mr. L. A. Healey of the 
company’s New York office, and to assist this subcommittee in 
obtaining as many of the facts in regard to the matters it is inves- 
tigating as I may be able to provide. If the committee will permit 
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me, I will endeavor to cover the specific areas of questions contained 
in your letter although not necessarily in order. All statements 
herein relate to the activities of Tidewater’s western division. 

Your first questions deals with contracts with manufacturers of 
tires, batteries, and accessory products. In the light of question No. 
5, which distinguishes buy-and-sell contracts from the first question, 
I assume that you are concerned with contracts involving commis- 
sions, overrides, and similar arrangements. Tidewater Oil Co. has 
no such contracts with TBA supplies. It does sell TBA items, such 
as tires, batteries, and various automobile accessories such as are 
usually handled in service stations, directly to such of its dealers as 
desire them. These items are manufactured for us or purchased by 
us from manufacturers and warehoused by Tidewater until such time 
as they are resold to dealers. We have no contracts with dealers or 
lessees covering the purchase of TBA items and there are no pro- 
visions in any of our leases or petroleum-product contracts which 
require them to purchase any TBA items from us or to refrain from 
purchasing such items from others.. We do, of course, try to mer- 
chandise these items to as many of our dealers as possible through 
the use of advertising and salesmanship. A dealer purchasing the 
items which we sell has the unquestioned advantage of our national 
and regional advertising of such items, credit and promotion pro- 
grams, ‘the constant availability of a locally situated warehouse stock, 
and the convenience of dealing with the same supplier from whom he 
purchases petroleum products. 

Mr. Roosrvert. May I interrupt you just there for a moment? 
Who pays for the advertising and promotion? 

Mr. Brunn. Tidewater pays for it. 

Mr. Roosrvetr. You pay for it. 

Mr. Bruny. Yes, sir. Let me make this correction here: In some 
cases with tires we have a cooperative arrangement with our dealers 
where we pay half of it if they want to. It is strictly up to them 
if they want to do this or not. If they want to advertise locally, we 
will pay half of their cost. This is not asked of them, expected of 
them ; it isan action if they care to do it. 

Mr. Roosrvett. Who sets the wholesale price at which you sell to 
your dealers? 

Mr. Brunn. We set the wholesale price at which we sell to the 
dealers. 

Mr. Roosrvetr. Without arrangement from the supplier of the TBA 
products? 

Mr. Brunn. Has nothing to do with it whatever. 

Mr. Roosevrur. You buy at a lower wholesale from the original 
supplier. 

Mr. Brunn. That is right. The principal TBA items sold by this 
company are Flying A tires which are manufactured for us by the 
United States Rubber Co. and sold under our Flying A brand, and 
batteries which are manufactured for us by the States Battery Co. 
and likewise sold under our Flying A brand. Minor items such as 
spark plugs, fan belts, automobile ‘light globes, mirrors, waxes, pol- 
ishes, et cetera, are nationally advertised brands which are purchased 
directly by us from the various manufacturers thereof. You ask the 
pereentage of dealers handling “noncompany TBA items.” While 
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the degree to which any individual dealer handles noncompany items 
varies depending upon his desires in the matter, I think it is safe to 

say that 100 percent of our dealers handle from a few to a large num- 
ber of such items. We do not offer for sale any automotive equip- 
ment not in the usual TBA line. 

Mr. Roosevetr. Counsel has a question. 

Mr. Neuuis. May I ask you this question, Mr. Brunn, along with your 
last statement: Do you receive discounts from automotive « equipment 

manufacturers with regard to purchases of automotive equipment that 
you supply to your de: alers ? 

Mr. Brounn. Well, there is so-called—for pumps you are talking 
about, lubricating equipment. 

Mr. Nets. Yes, filters, pumps—— 

Mr. Brunn. Not filters. That is a TBA item, but you are talk- 
ing about pumps and 

Mr. Neus. I am talking about non-TBA items as you classify 
them. 

Mr. Brunn. Yes, sir. 

Mr. Netxuts. What do you do with that ? 

Mr. Bronn. We keep it. 

Mr. Netuts. You do not pass it along? 

Mr. Brunn. We do not. 

Mr. Neruts. Thank you very much. 

Mr. Brunn. Your second question dealt with specific changes made 
in our dealer agreements since 1955. The princjpal change, and I be- 
lieve a significant one, was the introduction of a new subltase agree- 
ment earlier this year. This agreement, which is purely a real prop- 
erty lease, is wr itten for a term of 4 years, noncancelable on the com- 
pany’s part after the first year of the term, and, before that, only at 
the end of either the first or second 6-month period. It is cancelable 
by the lessee at any time upon 30 days’ notice. This means that a 
dealer leasing a service station property from this company is guar- 
anteed a 3-year tenure after a 1-year “probationary” period. “This 
document has been well received by our dealers throughout the west- 
ern division. 

I might add in here that as late as Jast night I had a check made 
to see how many of our 1,013 stations since the first of the year have 
been brought over to this new agreement, and I am happy to tell you 
that there were 450 of them. and it is going on regularly, and within 
a matter of a very few months all of our dealers will be on the basis 
of a 4-year lease. 

Mr. Roosrevett. In other words, Mr. Brunn, when properly pre- 
sented to the dealer, the opportunity to get a long-term lease is wel- 
comed. 

Mr. Brunn. That’s right, it is welcome. 

Mr. Roosrvett. Thank you, sir. 

Mr. Bruny. We do want to make this next statement, though. 

In this connection I think it is only right to point out that lease 
cancellations under our previous leases, which were cancelable at the 
end of consecutive 6-month periods, were the exception rather than 
the rule, and we had no particular complaints that I can recall from 
our lessees as to the length of term of the former agreement. How- 
ever, it is undoubtedly true that a longer term should give the dealer’ 
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more of a feeling of security and enable him to more readily plan for 
his future. I would not want to fail to add that this policy was sug- 

gested to us and given the consideration which resulted in its adoption 
as the result of the recommendations of your subcommittee during 
the 84th Congress. 

As to your “question regarding lease cancellations, terminations, and 
dealer failures, it is not. possible for us to give this information as 
to dealers who own or lease their facilities from parties other than 
Tidewater. Tidewater does have 1,013 service stations either owned 
in fee or leased from others which it in turn subleases to service- 
station dealers. In this group of 1,013 stations, there were cancella- 
tions or terminations in the year 1955 in the amount of 278, in 1956 
in the amount of 336, and for the first quarter of 1957 in the amount 
of 80. 

Such turnovers in lessees of these stations were almost entirely at 
the request of the lessees. Our records indicate for the year 1956 only 
2 such leases were terminated by unilateral action of the company. 

Mr. Sreep. Mr. Brunn, in connection with these last two para- 
graphs, did you have any opportunity to make any study as to 
whether these were turnovers in individual stations or where there 

was more than one turnover in the same station ? 

Mr. Bruny. Oh, I wish I could answer that for you. 

Mr. Sreep. The reason I ask that question is that we had some com- 
panies that made a study of that and where on the total it looked like 
they had a lot of turnover, when they got down to it, they found a 
lot of it had been in a very few trouble spots where there had been 
many dealers at one 

Mr. Roosrvett. In other words, an uneconomic station. 

Mr. Brunn. You have an excellent point, sir, and I wish I could 
answer it accurately, and I think we will gather that information 
and get it to you. We would like to know it ourselves. 

Mr. Sreep. It seems to me that unless you had some study in that 
direction, these totals here might give you a misleading picture of the 
actual economic situation. 

Mr. Bruny. I think that is an excellent suggestion, and we will get 
the information for you and send it to you. 

(A telegram of May 91, 1957, contained the information requested 
which follows :) 





May 21, 1957. 
Re your telegrams. 
JosePHu LL. NELLIS, 
Special Counsel, Small Business Committee, 
House Office Building, Washington, D. C.: 

Information requested page 1007 transcript as follows: Out of group of 1,013 
leased stations referred to on page 1006, year 1955 terminations included 31 
stations with 2 terminations each, year 1956 included 46 stations with 2 each, 
6 with 3 each, and 1 with 4. First quarter 1957 included 4 stations with 2 each. 


Epmunp D. BucKLEY, 
Tidewater Oil Co. 


Mr. Bruny. Your third question is as to our various types of dealer 
agreements. We answered a similar question in detail in a letter 
addressed to the chairman of this committee under date of April 4, 
which was in response to his letter to us of March 22 inviting repre- 
sentatives to appear at the Washington conferences preceding the start 
of these hearings. Copies of the ‘agreements were submitted at that 
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time and are undoubtedly in the committee’s files. Briefly, we have 
‘only one type of product contract which is used with all dealers that 
are under contract, whether they are lessees or not. We have two 
types of service station subleases, one for those stations owned or 
leased by the company in which we have a substantial investment— 
this is the lease I have just discussed—and the other for stations 
leased by the company from a third party in which we have little or no 
investment. Copies of these leases were also submitted. This com- 
pany does not operate any service stations, with the exception of one 
used as a training station. 

I might add that we expect to add three more for the same purpose, 
but they are training solely and not for marketing purposes. 

We have no consignment agreements with service station operators. 

Attached hereto is a breakdown showing the number of leased sta- 
tions, dealer outlets under contract but without a lease, and dealer 
outlets with no written agreements of any kind, in the States of our 
western division. 

There is no use of my reading that. It is attached, and you gentle- 
men can see it. 

(The breakdown referred to is as follows :) 


DATA REQUESTED BY CHAIRMAN OF SELECT COMMITTEE ON SMALL BUSINESS— 
SUBCOMMITTEE No. 5 LeTrER DATED APR. 19, 1957 


1. Gasoline sold through certain classes of trade 


{Gallons} 








Year 1956 lst quarter 
¢ ’ 





1957 
Pabeliace snk cehen GhatestetOs si. cilia cidcecsces <- sntddassinncdiaee «lee 42, 082, 673 9, 885, 384 
“A” subleases. ._._-- fod Leis ce ahebien nda prslee Ae ditiedaminanin 177, 930, 421 43. 153, 680 
‘“*B”’ subleases y . a jean : 42, 523, 892 10, 4346, 879 
Dealer contracts and open dealer accounts..._...-- Paeine ald gis. . 91, 866, 366 20, 013, 289 
Private branded operators (wholesale)........-.....---....----..-----.------ 40, 320, 215 17, 489, 232 
a ck pbatiddg cb <onddbbbebieboltbeutieaistbitehe cto eae 100, 978, 464 


2. List of private branded operators 


Refiners : 
Hancock Oil Co., 2828 Junipero Avenue, Los Angeles, Calif. 
Sunset International Petroleum Corp., 3450 Wilshire Boulevard, Los Angeles, 

Calif. 

Wholesale: 
Armour Oil Co., 3715 Estudillo Street, San Diego, Calif. 
Ranchers Oil Co., 136 West Bonita Avenue, San Dimos, Calif, 
H. F. Morrison, 9701 North Hurst Street, Portland, Oreg. 
Sunland Refining Co., Post Office Box 1512, Fresno, Calif. 

xilmore Oil Co.,’ 949 Southwest Oak Street, Portland, Oreg. 

Navy Gas Co.,’ 910 East Main Street, Visalia, Calif. 
Rex Oil Co.,’ 1000 Fourth Avenue, South Seattle, Wash. 
White Distributing Co.,‘ 635 South Taylor Street, Ontario, Calif. 
Caminol Oil Co.,’ 525 West Third Street, Hanford, Calif. 


1.No purchases made by these five wholesale distributors in the first quarter of 1957. 
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8. Average discounts given to certain classes of trade on gasolines purchased 


Discount of Tidewater’s 400-gallon or more posied price, per gallon 


| 
2d structure | Ist structure 


gasoline gasoline 
Purchase and sales distributors, branded gasoline____............-..-..---...- $0. 0325 | $0. 0325 
Farm accounts, tank truck delivery, up to................-..-.........-----. 01 | -O1 
Cc RA ae eae dese SO OEEE dak th deeb tbere~cecckbbdachihece | 0) () 
I a al ol paler e pans wqnuin a pirh en (1) | () 
Dealer contracts and open dealer account_.............-.-.---.-.------------ . 01-. 02 | . 01-. 02 
erivase Urene- operators, romiers....... .... 2... 2222.2 e 5 eee. wasedes cues } . 0445 | . 0550 
ED TING CERRADO, HERONINIS . «ccc cnn nctip etnias nccccceadoccence~ccce | . 04 | .05 


1 No discount given. Sales made at Tidewater’s full posted price. 
Note.—San Francisco, Calif., Apr. 22, 1957. 


Number of dealers in each State as of Dec. 31, 1956 








! 
| Number of 
Total num- Number of Number of dealer con- 
ber of A sub- B sub- tracts and 
dealers leases leases open ac- 
| counts ! 
SR 6 de Scena cntngre bannile’ 1, 747 712 214 821 
Oregon : 426 110 70 | 246 
Washington 404 128 | 42 234 
Idaho-_-_-_-- Oo nw de ta 4 
Nevada___- 49 24 | 4} 21 
Arte. 50s bane : pide 32 15 | 2 | 15 
Utah ; ; 2 1 | 1 
Hawaiian Islands__ ae ; 101 | 23 26 | 52 
CLE sacerorecondiensseceleee na 2, 765 1,013 | 358 | 1, 304 


1 It is panes that approximately 50 of this number are open accounts with no written agreements of 
any kin 


Shida Sinise do not include dealers handling Tidewater-branded products purchased from purchase 
and sale distributors and not carried on Tidewater records. It is estimated there are about 300 of such re- 
tail outlets. 

Mr. Roosrver?. May I ask you one question on that? What has 
guided your company ‘into the decision not to have company-operated 
stations ? 

Mr. Brunn. Well, Mr. Chairman, I think it is just a question of 
every marketing company making up its mind which is the most 
sensible route for it to follow; and, economically, we feel that the 
lease-type service station is the most effective one for our marketing 
company. That is why we doit. 

Mr. Roosrverttr. You have not found that it handicaps you in any 
way so far as your operations are concerned by having a program 
which in essence was a complete lease-station program. 

Mr. Brunn. It has not handicapped us, sir. In fact, we have had 
company-operated service stations and discontinued them. 

Mr. Roosevert. Thank you, sir. 

Mr. Brunn. As to our market policy at the retail level, we operate 
generally as follows: 

(a) We protect our dealers to a margin of 514 and 6 cents per gallon. 

(6) In any price war, our policy is to keep our dealers competitive 
in any given marketing area. This is not an arbitrary geographic 
area but is based on buying areas where concentration of service 
stations exists. 

(c) If prices in certain areas are lowered by competitive service 
stations, we assist our dealers by granting them additional allowances 





eR 








DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 57 


on a day-to-day basis to meet such competition, this allowance being 
in an amount to assure the dealer at least 514 cents and 6 cents per 
gallon. 

~ Most dealers lower their prices when these allowances are granted. 

Some do not. In the latter cases, they simply make a greater profit 
per gallon, but in most of such cases their gallonage suffers. The 
granting of these allowances is in no way contingent upon the dealer 
reducing his prices. 

As to your inquiry as to how we regard competition at the retail level 
with our own retailers—I assume that this question is directed at 
competition betweeen our retailers and retailers of other suppliers. 

Mr. Netuts. Mr. Chairman, may I ask this question ¢ 

Mr. Roosevetr. Yes. 

Mr. Neus. No, sir; your assumption is incorrect. I want to ask 
vou this at this point—— 

Mr. Brunn. You say our assumption is incorrect ? 

Mr. Netuts. Yes, sir; because you go on into an incorrect assumption. 
IT want to ask you the question specifically as I think the committee 
intended to ask it. We are informed that in the case of a particular 
independent refining company, they procure about 20 or 25 percent of 
their requirements from Tidewater. 

Mr. Bruny. Yes. 

Mr. Newuts. They then resell, in some cases, to their own leased sta- 
tions, but in other cases to the so-called private, serve-yourself oper- 
ator. The question there was how you regard competition at the 
retail level, where your product, the same product which you sell in 
your own lessee stations, is being sold at a substantially lower price 
in the so-called private rebrander station. That is the purpose of that 
question. 

Mr. Brunn. Well, if I can answer that question to you, it gets to 
this whole question of selling our gasoline to no-brand operators— 
that is really what it amounts to. Our. position on that is simply 
this: Where we have gasoline available to be sold to independent 
refiners or to independent marketers, we sell it to them. What they 
do with it is their business. We don’t dictate what they should do 
with it or at what price they should sell it or where they should 
sell it. 

Mr. Roosevetr. Mr. Brunn, if it is being sold in competition with 
your own lessee, don’t you feel you have some responsibility to that 
lessee ? 

Mr. Brunn. Mr. Chairman, it is not sold under our brand, and to 


99.99 percent of the people who buy it—they don’t know where it 
comes from. 


Mr. Netuts. They don’t what, sir? 

Mr. Brunn. Don’t know where it comes from. 

Mr. Netxis. That is just the point, Mr. Chairman. 

Let me ask you about that, if I may, Mr. Brunn. Don’t you care 
what happens to your lessee in the retail competitive picture when 
he has to face up to a price situation where his neighbor across the 
street or down the street is selling your product, which is what he is 


‘depending upon, ata much lower price ? 


Mr. Brunn. Indeed we do care. 








58 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Mr. Netuis. I think you just finished saying to the committee that 
—_ they get it, the title is in them, and you don’t care what they do 
with it. 

Mr. Brunn. That is true, Mr. Nellis, but when I say we do care, we 
simply mean this, that as was testified by Mr. Thompson this morning, 
the great majority of this gasoline that is sold to these nonbranded 
operators is sold at approximately a 2-cent discount. 

Now, I am not going to say there aren’t some times when it isn’t 
greater than that. 

Mr. Nexuis. Our information is that there are. 

Mr. Brunn. By and large over a period of months it is about 2 
cents, and the differential that exists between the branded service 
station operator and the independent operator is a legitimate 2 cents 
a gallon. He has better facilities, he has credit cards to offer, he has 
other services to give, and this has traditionally been in there and is 
of no hindrance to our own dealer. 

Mr. Roosrvett. Mr. Brunn, isn’t it true that the troubles in this 
industry come in those periods when that situation does not exist, and 
the 2-cent differential becomes 4 or 5 or 6 cents?) Now, I am impressed 
by the fact that you say here that you protect your dealer so that he 
always has a 51% to 6 cents profit margin, which, if that is the fact, is of 
tremendous importance, but on the other hand, the other dealers not 
your lessees are also affected in industry, and believe me, they do not 
get that guaranty, and I think you will agree with me that they do not 
get that guaranty, from your own knowledge of the business. It seems 
to me you are saying that because of that 514 to 6 cents guaranty, you 
have gasoline to get rid of, and you are going to get rid of it, and you 
‘are going to sell it to these offbrand or nonbrand dealers, isn’t that 
correct ? 

Mr. Brown. That’s right. 

Mr. Hosmer. You are in the business of selling gasoline to retailers. 

Mr. Bronn. That’s right. 

Mr. Hosmer. Historically you have sold it both to retailers who 
resell under your trade name and to retailers who resell under other 
names. 

Mr. Bronn. That’s right. 

Mr. Hosmer. In that respect are you any different from any of the 
other major companies ¢ 

Mr. Brown. I don’t think so. ° 

Mr. Nexus. There is one difference, if I may ask the witness. 

Mr. Bruyn. I don’t think so. 

Mr. Hosmer. I would like to pursue it just a little further. Assum- 
ing, sir, that Tidewater Oil adopted a oe of selling to nobody but 
people who retail under the name “Tidewater,”are your sales to non- 
brand retailers of such a substantial proportion that it would have any 
material effect on the problem Mr. Roosevelt has outlined relating to 
price wars and so forth ? i 

Mr. Roosrvert. Perhaps you would give us the exact proportion. 

Mr. Bruny. I was just going to say maybe that would be the best 
answer. Our sales to nonbranded operators is about 8 percent of our 
total. 

Mr. Hosmer. Now, if you have any idea, I wish you would tell us 
what proportion of this private-brand gasoline comes from the majors 
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and what proportion comes from independent refineries in the southern 
California area. 

Mr. Bronn. I would like to know myself. Ireally don’t know. 

Mr. Hosmer. Because that probably might have a difference in rela- 
tion to this legislation that has been suggested. 

Mr. Brun. I would be very interested to know. 

Mr. Hosmer. That is all. 

Mr. Steep. Do you have any agreement with nonbrand buyers of 
your gasoline to guarantee them a given quantity of gasoline at given 
times? 

Mr. Brunn. Yes; certain ones of them. Most of ours are on a month 
to month basis, but we have several—I would have to look to make sure. 
I think there are two that have maximum and minimum quantities in a 
contract. 

Mr. Streep. What I was trying to get at was to find out, if you can, 
whether the nonbrand retailers have any assurance of a source of 
supply. You said when you had gasoline to sell you sold it, but what 
would happen to a nonbrand outlet if your company was in a situation 
where you had no surplus gasoline? Do you give the nonbrand 

Mr. Bruny. I understand your qeustion, but I have no answer for it. 
As yet it has not occurred with us. We have always had some left over. 

Mr. Hosmer. What was the situation during World War IT? 

Mr. Brown. Oh, well, during World War II, of course, we had 
nothing tosell. 

Mr. Hosmer. What you sold you sold through your own retailers? 

Mr. Brunn. Yes, and the Government got most of it. 

Mr. Hosmer. But there is no shortage of supply now, and you are 
able to sell it 

Mr. Brunn. That’s right. 

Mr. Streep. You think the nonbrand dealer has ample assurance he 
will be able to obtain the gallonage he needs ? 

Mr. Brunn. Let me say this to you, sir, in my years in the business, 
except durmg an emergency period like the war period, where we 
understood what the source of supply was, I have never seen an 
independent dealer yet who couldn’t get gasoline. 

Mr. Roosrverr. Mr. Brunn, you post a price for your delivery to 
your own dealers; don’t you ? 

Mr. Brunn. That’s right. 

Mr. Roosnvert. Tank-wagon price. 

Mr. Brunn. Yes. 

Mr. Roosrvert. Do you post a similar price for your nonbrand 
dealers ? 

Mr. Bronn. No. 

Mr. Roosrvett. You don’t'post that. 

Mr’ Brunn. We don’t post that. 

Mr. Roosrveit. Why not, sir? 

Mr. Brunn. That is a good question. We just don’t post one, that 
is all. I have no reason I can give you at the moment. 

Mr. Roosrvent. Mr. Nellis, do you havea qeustion ¢ 

Mr. Nexus. Yes, sir. I wanted to ask about indirect means of sup- 
plying this nonbrand market. 

When you say 8 percent roughly of your total production goes in 
that direction, you are not including sales to independent refiners? 
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For example, 1 happen to know of one contract that you have with 
an independent. 

Mr. Brunn. Oh, yes; that includes sales to independent refiners. 

Mr. Nexuis. Would it include this specific contract where the inde- 
pendent buys about 20 to 25 percent of its requirements from you and 
then sells through both minor lessee stations and nonbranders ¢ 

Mr. Brunn. Oh, I am afraid, Mr. Nellis, that you have to be more 
specific for me to answer the question. 

Mr. Newuts. All right, sir, I will ask you the specific question. You 
do sell Hancock Oil Co., do you not ? 

Mr. Brunn. Yes. 

Mr. Netuis. I understand that you sell them about 20 to 25 percent 
of their requirements, is that correct ? 

Mr. Brunn. Oh, no. 

Mr. Newiuis. That is what I am advised. 

Mr. Bruny. I can’t answer for the Hancock Oil Co., but we don't 
sell them 25 percent of 

Mr. Netuis. The Hancock Oil Co. will be here and testify, but that 
is what I have been advised. 

Mr. Beunn. If it were right, I would be the first to—— 

Mr. Roosrvert. I think that is a proper question for us to put to the 
Hancock Oil Co. 

Mr. Nexus. My real question was, assuming that is correct or nearly 
correct, is that included in the 8-percent figure which you have sub- 
mitted ? 

Mr. Bruny. Yes; that is included in the 8 percent. 

Mr. Roosrveit. Would you proceed please, Mr. Brunn ? 

Mr. Brunn. Yes. I assume this is where we assumed incorrectly, 
Mr. Nellis. 

‘Mr, Newuis. Yes, sir. 

Mr. Bruny. I assume that this question is directed at competition 
between our retailers and retailers of other suppliers. 

Mr. Roosrvetr. Mr. Brunn, suppose we just skip this part, inasmuch 
as it is a wrong assumption. We will leave it in the record, but let 
us go ahead to the testimony. 

(The portion of Mr. Brunn’s statement referred to and not read is 
as follows:) 





If it means competition between retailers and company-operated stations of 
the same supplier, I am not prepared to answer as we have no company operated 
or consignee stations. Our lessees and dealers, as must any supplier’s dealers, 
must meet the competitive price level in their area in order to market their 
products, and thus remain in business. That is elementary. As Tidewater does 
not fix or suggest a retail price to its dealers, we cannot categorically say 
whether or not in each individual instance they “lead or follow the market.” 
Tidewater is not the largest operator in this marketing area, and accordingly 
I think it is safe to say that generally our dealers follow rather than lead the 
market. Certainly this company does not lead the market in setting a wholesale 
price, which in turn, of necessity, determines to a great extent the retail price, 
which in turn, of necessity, determines to a great extent the retail price charged 
by the dealer. 


Mr. Brunn. You asked a question about our procedure on new high- 
ways, so we will skip to that, page 6. 

As to Tidewater’s plans for superhighway routes, the entire situa- 
tion is in such a preliminary stage that no actual action has as yet 
been taken. We have alerted our field organization to keep in touch 
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with public authorities, to attend any hearings as to routes that may 
be held in their areas, to determine any regulation as to access rights 
that might develop and, where possible, to voice our opinion as to 
such access rights. When routes and other matters are determined it is 
our purpose to secure properties along such routes by lease or purchase 
in order that we will be properly represented and our products avail- 
able to our many traveling customers. 

Mr. Sreep. I am sure I know the answer to this, but for the record 
I would like to ask the question. Is it your company’s position and 
policy that on all these superhighway routes you want open compe- 
tition 

Mr. Brunn. Yes, sir. That is what we want. 

Mr. Roosevetr. Proceed. 

Mr. Brunn. At the time of crude increases in January of 1957, 
which was one of the questions asked in your letter, amounting to an 
average of 0.25 cents per barrel, the price of Tidewater’s branded 
gasolines was increased only 0.005 cent per gallon. It can be gen- 
erally stated that dealers in turn increased their retail price an equiv- 
alent amount. Tidewater, however, has no control over and does 
not set dealers’ prices and, therefore, a definite statement that all 
dealers increased their prices cannot be made. 

Tidewater does not belong to any retail trade organizations or 
jobber organizations in the petroleum industry. 

Replying to your inquiry, this company is a defendant in a civil 
antitrust proceeding filed by the United States in the United States 
District Court for the Southern District of California, Shell Oil Co., 
the Texas Co., Richfield Oil Corp., General Petroleum Corp., Tide- 
water Oil Co., Union Oil Co. of California, and the Conservation 
Committee of California Oil Producers, as civil action No, 11584-C. 

Finally, it is my belief that the bills introduced by the chairman 
of this subcommittee in the House on January 3, 1957, being H. R. 
425, 426, 427, 428, and 432, are not necessary nor desirable either to 
improve the lot of the retail gasoline dealer or that of the consumer. 
In fact both, as well as the supplying companies, in my opinion, would 
be severely injured by any nak legislation. 

You gentlemen have heard thousands of words of testimony and 
received many statements from those who are opposed to this legis- 
lation. I doubt if I can add anything new to this mass of material. 
I doubt if I can add anything new at all. Suffice it to say that, frankly, 
in my rai ae in the industry, and it’s been a long one, I have en- 
countered few dealers who share the viewpoints expressed by some of 
the witnesses who have testified before your committee as dealers or 
representing dealer organizations. 

r. Roosevett. May I interrupt you for a moment on that? You 
include H. R. 432 in this condemnation. We have heard no testimony 
in opposition to that up until this time. In fact, it has been endorsed 
by the Department of Justice and by the Federal Trade Commission 
and by various other companies who have testified before us. Have 
you any specific objections to H. R. 432? 

Mr. Brunn. No. Inthe case of H. R. 432 actually, to be fran!: about 
it, I have no opinion ahout it, sir. 

Mr. Roosrvett. May we correct your statement then? 

Mr. Brunn. Yes; you may. 
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Mr. Roosevert. Thank you, sir. 

Mr. Bruny. It is a bit out of a marketing man’s province to com- 
ment much on H. R. 482, and I have no opinions about it, so it should 
be corrected. It should be out of here. 

The average dealer likes his status as an independent businessman, 
he wants to run his business as he deems best, and I do not believe he 
is looking for any legislative props to assist him. It’s a tough competi- 
tive business, and there is no question it has its share of failures. I 
don’t doubt that there have been instances of overzealous salesman- 
ship on the part of company representatives, but, speaking for Tide- 
water, when we hear about them we take steps to correct them. 

For your information, I attach as an exhibit to this statement a 
letter sent to all our district marketing managers reiterating our mar- 
keting policies. 

Mr. areas Would you, in relation to that, tell us what steps 
you do take to correct them? How do you correct them? 

Mr. Brunn. May I read this letter that I would like to read to you, 
which is attached as an exhibit, and I think it should be read. 

Mr. Roosrevenr. I think these are your instructions to your district 
marketing managers. My question was related more directly to the 
previous question where you say that if something is brought to the 
attention of Tidewater, you take steps to correct it. What steps do 
you take? 

Mr. Brunn. The last sentence of the letter says, “Any violation on 
the part of our personnel will result in disciplinary action.” 

Mr. Roosevett. Which means what? 

Mr. Brunn. We can go as far as firing a man if he does it more 
times than once. 

Mr. Roosrveitt. How many instances of firing have you had? 

Mr. Brunn. We have had no instances of firing. 

Mr. Roosrveitt. How many complaints have you had? 

Mr. Brunn. Asa matter of record I know of only one. 

Mr. Roosrvett. In that one instance did you take affirmative steps 
to—— 

Mr. Brunn. In the case of that one instance it was actually a case 
where one of our merchandising men and supervisor took it upon 
themselves to cancel out a dealer here in Long Beach. The dealer 
complained, and when we investigated the facts we found out that 
he had a justifiable complaint. The lease was not canceled, and the 
two people involved were brought before their district manager and 
were told once again exactly what this policy was and that there would 
be no repetition of this thing. 

Mr. Rooseverr. And the dealer, I presume, in the case of your 
company, has direct access through supervisor channels to an appeals 
court, so to speak. 

Mr. Brunn. Oh, yes, one very excellent way is our president. He 
can just write a letter to the president, see, and then the fur starts to 
fly. 
Mr. Roosrveir. Do you think he would get very far if he did that 
in Standard Oil? 

Mr. Brown. I don’t know. It happens in our company. 

Mr. Reosevett. That is the most direct way. 

Mr. Brunn. Indeed it is. I would like to read the five instructions 
to your people because I think they are important. 
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Mr. Rooseverr. I am going to ask you not to read that, and we will 

see it in the record, because we are pressed for time. 
However, it will appear at this point in the record as if you read it. 
(The letter referred to is as follows:) 


TIDEWATER O11 CO., WESTERN DIVISION 


Files: 2.01 WAR 
0.12 WAR 
0.13 WAR 
San Francisco, Cauir., February 23, 1956. 


POLICY—-SENIOR SERVICE STATIONS AND B LEASE STATIONS 


Messrs. D. J. Smith, Seattle. 
E. V. Black, Sacramento. 
C. R. Clark, San Francisco. 
Floyd Pratt, Los Angeles. 
J. D. Cardoza, Honolulu. 


There has recently been brought to our attention complaints from some dealers 
and others which, if true, indicates that perhaps some of our people contracting 
such accounts are not making our policies clear to dealers and sublessees, 

Under date of December 26, 1952, our file 0.02-WB, we attached for your infor- 
mation portions of an address by Mr, E. D. Buckley, which address was previouly 
read to you at the district sales managers’ meeting held in San Francisco earlier 
in the month. So that there will be no misunderstanding as to our policy, we again 
summarize the policy as follows: 

1. No sublessee or dealer is required to purchase all or any part of his petro- 
leum products from us by reason of any contract, lease or understanding which 
we may have with him, or otherwise. 

2. No sublessee or dealer, selling our petroleum products, is required to pur- 
chase all or any part of his TBA requirements from us, 

3. No sublessee or lessee, senior service station or “B” lease, shall have his 
lease cancelled, or extension of his present lease denied, for failure to purchase 
petroleum or TBA products from us. 

4. The fact that we own or hold the basic lease on any station has no bearing 
on what the dealer may sell. He is free to purchase where he pleases. It is up 
to us to sell him our products by constructive salesmanship. 

5. This company does not fair-trade its products at the present time. We have 
no right to specify the price at which a dealer or sublessee resells our products, or 
whether or not he advertises the price at which the products are sold by the use of 
price signs or otherwise . 

6. The only basis for cancellation of any lease is breach of any of the explicitly 
defined provisions of the lease, Failure to handle any of our products (petroleum 
or TBA) is not a breach of his lease. It is a breach of the lease if the lessee, 
among other things, fails to maintain the property in .a clean and tidy condition 
or uses it for purposes other than the operation of a service station or for the 
sale of such commoilities as are not usually sold at service stations. We urge 
you. to carefully read our lease Form 4580. 

In order to prevent any misunderstanding on this score, and in view of the 
many new salesmen on our force since December 1952, we request that you 
prepare copies of the six-point summary above and forward such copies in 
duplicate to each member of your sales personnel to and including merchandising 
salesmen and general line salesmen. They are to acknowledge receipt and under- 
standing of the instructions by returning to you one signed copy which is to 
remain in your files, Please see that this is done immediately and advise us 
when all signed acknowledgments have been received. You should also impress 
upon our representatives at every opportunity that this policy must be strictly 
adhered to, and that they should so inform our dealers and sublessees of the 
policy at every appropriate occasion, so that none can contend that he understood 
the policy to be otherwise. 

The importance of adhering to this policy cannot be overestimated. Any) viola- 
tion of this policy on the part of any of our personnel will result in disciplinary 
action. 


W. A. REANIER. 
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Mr. Brunn. The successful dealer welcomes the advice and promo- 
tion assistance his supplier can give out of the background of experi- 
ence. He knows that marketing is a cooperative effort between sup- 

lier and retailer. It is only from the dealer who through his own 
ack of ability, or perhaps a poor location, or underfinancing or inade- 

quate facilities, is unsuccessful or barely gets by, that you hear the 
hue and cry for Government assistance or crippling legislation against 
the supplier. The latter type believes, or is led to believe by profes- 
sional leaders, that legislation will cure his deficiencies and permit 
him to prosper, forgetting that the legislation would apply to all 
dealers and that he again would be the laggard in the competitive 
race. What he actually wants, I think, perhaps with realizing it, is 
one law for himself and another for his competitors. Only that way 
can he survive. I doubt very much that the subcommittee believes 
that there is any God-given right to stay in the service-station business 
no matter what the circumstances. I also find difficulty in believing 
that this subcommittee could believe that the interests and welfare of 
the dealers are things with which the supplying company has little or 
noconcern. Dealers, gentlemen, are the lifeblood of our organization. 
If our dealers cannot prosper the company cannot prosper, and no one 
knows that better than we in the alii organization. I know of 
no other industry in which an individual with so little investment can 
build up such a profitable business of his own, as can a service-station 
operator in the oil industry. 

We have hundreds of prosperous and satisfied dealers, believe me. 
Surely all probably mail like to make more money—all of us would. 
They have their problems and they have bad and good times, but by 
and large they like the business. Otherwise they wouldn’t be in it. 
But you don’t hear from these men—you hear only from the relatively 
few malcontents, or from men representing themselves as spokesmen 
for dealers many of whom I suspect have never been consulted on the 
matter. 

H. R. 427 seems to be matter of legal procedure. I don’t know 
much about it, to be frank, but I understand it would hamper the 
settlement of litigation and that our lawyers as well as the Attorney 
General are opposed to it, and, as I mentioned to you before, I have 
no feelings one way or the other as to H. R. 432. 

I am confident that H. R. 426 and 428 would not only lower the 
rofits of most dealers—but put many of them out of business. Our 
awyers tell us that H. R. 425 would only lead to constant harassment 

of the supplier through groundless suits and threats to sue, and that 
present laws adequately protect the dealers’ rights. As I understand 
the bill once a ae contracted with a dealer it would have to 
continue forever or be faced with the rather formidable task of prov- 
ing “good faith” whatever that may mean. 

Tt believe whatever ae there may be—and I don’t say that 
none exist—can best worked out between the company and its 
dealers, and that aditional legislation will only needlessly complicate 
the marketing structure to the detriment of the company and its 
dealers, to say nothing of the consumer who after all must ultimately 

ay the bill. 
R entlemen, we received a letter from you dated April 19, Mr. 
Nellis, and without reading it, there is attached to that letter, to this 
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exhibit, an answer to your letter with the facts that you asked for as 
we can best give them to you. 

Mr. Roosrevetr. Do you want this to be kept confidential, this list 
that you have attached ? 

Mr. Brunn. I would prefer it, Mr. Chairman. 

Mr. Roosrvett. It will.be so marked for the record. 

(The material referred to will be found in the files of the sub- 
committee. ) 

Mr. Brunn. Mr. Buckley tells me that possibly I have misunder- 
stood your question about the posting prices to no brand dealers. We 
post only one price, and that is our tank-wagon price to our own 
retailers. We post no price to unbranded dealers, we post no price to 
unbranded refiners or wholesale distributors. The simplest statement 
would be to make it in reverse: we post only one thing, and that is the 


400 tank-wagon price to the dealer. 


Mr. Roosevetr. I understand your answer to be the same, that you 
don’t have any particular reason that you know of for not posting 
the other prices. 

Mr. Brunn. That’s right, yes. I have no reason. 

Mr. Roosevetr. Just a very few quick questions. You make a 
rather sweeping indictment of those who complain as being the good- 
for-nothing people in your statement. Would you agree that it would 
be rather presumptuous for us to have assumed that the action filed 
by the Department of Justice was based merely upon the allegations 
of irresponsible people such as you have described in this sweeping 
indictment ¢ 

Mr. Brunn. Well, I guess it is a sweeping indictment, Mr. Chair- 
man, but I base my opinion here on long years in this business, with 
an association with hundreds and hundreds of our dealers. 

Mr. Rooseveit. Let me put it to you this way: If people come for- 
ward who have been your dealer for an excess of 5 years, would you 
think that they were fairly well established in the business and were 
not necessarily 

Mr. Brunn. Yes, indeed, I would. 

Mr. Roosevetr. You would then feel that perhaps we were justified 
in paying some attention to problems when they were presented to 
us. For instance, in Denver, of all the dealers who appeared before 
us, none of them had been dealers for their companies less than 5 
years, and the majority were about 10 years. Wouldn’t you think 
that the committee might have a legitimate reason to feel that this was 
not so, that people who had been in the business 8 and 10 years and 
then come in and filed these complaints must indicate that there were 
some problems that ought to be looked into ? 

Mr. Brunn. Yes, I think you are right. But you know, sometimes 
it is a difference of opinion, Mr. Chairman, that makes horse races. 

Mr. Roosevetr. Yes, sir, and elections. 

Mr. Brunn. And elections, and my opinion expressed here is an 
opinion out of my own personal experience, and my own personal 
experience is that we have had little or no difficulty or complaints from 
our dealers. 

Mr. Roosrvetr. Mr. Steed ? 

Mr. Streep. Mr. Brunn, I wouldn’t want to let this occasion pass 
without making this comment, in view of the fact that I was on the 
subcommittee of the 84th Congress: I am happy to note that your com- 
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‘ pany did take some note of the work and the recommendations we 
did then, and that you have instituted some new policy as a result 
thereof, and because of your action in that regard, I personally. feel 
that you are entitled to say that you feel that other improvements 
can be made on a voluntary basis short of legislation. 

Mr. Brunn. Indeed I do, 

Mr. Streep. I think you have shown your good faith. 

Mr. Brunn. Indeed we do, and we are trying every day, sir. 

Mr. Srerp. I wanted personally to express commendation for you 
here today in that regard because I think those of us who worked on 
the subcommitee the other time feel like we were making a worth- 
while contribution. Certainly your company has proved that we were, 
and I appreciate your coming here today and testifying in that regard. 

Mr. Roosevett. I might say I think Mr. Steed speaks for both Mr. 
Sheehan and myself. 

Mr. Brunn. We thank you for your commendation. We thank you 
for it, sir. 

Mr. Roosrevett. Mr. Hosmer ? 

Mr. Hosmer. No questions. 

Mr. Roosevert. Mr. Brown? 

Mr. Brown. Mr. Brunn, it is good to have a precise, straightfor- 
ward bit of testimony. I would like to ask you a couple of questions 
that I think go right to the heart of this thing. 

Mr. Bronn. Surely. 

Mr. Brown. The cost of doing business has gone up considerably in 
the last 5 years, hasn’t it? 

Mr. Bruny. It sure has. 

Mr. Brown. Has there been any increase in that margin, say, of 6 
cents or whatever it was you mentioned in the testimony, during that 
5-year period? What was it 5 years ago? 

Mr. Brunn. About 4 and 414 cents. 

Mr. Brown. That is a considerable increase percentagewise. 

Mr. Brunn. Yes, it is. You know, if I might just add this to it, I 
don’t know whether I should volunteer any information to you, but 
anything I can do to help, I would like to give you—I was interested 
in your talking to Mr. Thompson about it this morning, and it is a 
subject that all of us—I am sure that Mr. Thompson and everybody 
else in this business—have studied a great deal. There have been some 
changes in profit margins, but I think another thing that you should 
consider, too, is that since the war, business has practically doubled. 

Mr. Brown. That has been your experience. 

Mr. Brunn. Yes. 

Mr. Brown. That was going to be my next question. 

Mr. Brunn. Business has practically doubled, and that the entire 
increase in the cost of operation should not necessarily be compensated 
for by increased margins of profit. 

Mr. Brown. That’s right. Volume has to be considered. 

Mr. Bruny. That’s right. 

Mr. Brown. Now, have the profits of the Tidewater Oil Co. shown 
considerable growth in the last 5 years? Has the growth been healthy ? 

Mr. Brunn. Yes; it has been healthy. 

Mr. Brown. Do you feel, Mr. Brunn—and I think you will give us 
a straightforward answer to this—do you think that your dealer 
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growth has been as healthy and as consistent as the parent company’s 
growth ? 

Mr. Brunn. Yes. I think that istrue. I think that the growth of 
our company hasn’t been phenomenal. It has been sound and without 
any terrific upsurgence of any kind, and I think the same thing is true 
of our dealers. 

Mr. Brown. Well, now, are you thinking in terms of your best 
dealers there, or are ‘you thinking in terms of the average ¢ 

Mr, Bruny. No, Lam trying not to,sir. You can’t think of dealers 
in terms of the man who is making $20,000 a year. You have to think 
of him in terms of the average, across the middle. 

Mr. Brown. What do you think that a station has to do a year in 
gallonage to be worth keeping open, average ? 

Mr. Brunn. Well, of course there are two answers to that. I can 
take you to one service station that is doing—for the sake of argu- 
ment—10,000 gallons a month, nothing phenomenal, and the man will 
make X dollars a year. I can take you to another service station that 
is doing the same 10,000 gallons, and he will make X times 2. 

Mr. Brown. That’s right. That man seldom gets a vacation or 
gets to see daylight, though, does he? 

Mr. Brunn. Well, because he is a merchandiser. He takes advan- 
tage of not just gallonage alone, but he takes advantage of every 
opportunity on the station to make himself a buck. 

Mr. Brown. I don’t want to get into these figures here on this page 
since you asked that they be kept confidential, but in other words, you 
wouldn’t want me to ask a question about the av erage size of your 
dealer, would you? 

Mr. Brunn. Oh, I don’t particularly object to that; no. 

Mr. Brown. I notice that the average runs 10,000 to 15,000 gallons 
a month. 

Mr. Brunn. Yes. It will be better than that. Now, I am speaking 
now—in this tabulation I am speaking of the 1,013 stations. 

Mr. Brown. Yes, sir. Well, that is what I—— 

Mr. Brunn. It will run better than 15,000. 

Mr. Brown. Is that enough to make a man a decent return on his 
investment and make a living? 

Mr. Bruwnn. Yes, sir. 

Mr. Brown. It is. 

Mr. Brunn. Definitely. 

Mr. Brown. And you ‘feel that in consideration of that volume and 
the change in ‘the margin during the last 5 years, that that man has 
kept pace and is making a good, healthy, consistent growth. 

Mr. Bruxy. Yes. I could tell you this, sir, that before the war 
that average was less than half of that. 

Mr. Brown. How much does a man have invested in inventory and 
equipment, whether he has his cash in it or whether he owes somebody 
for it, in order to do that 15,000 gallons a month ¢ 

Mr. Brunn. Oh, to do a satisfactory job there he would probably 
have from $3,500 to $5,000. 

Mr. Brown. Thank you, Mr. Brunn. 

Mr. Roosrveir. Mr. Nellis, do you have anything else? 

Mr. Netuis. Nothing else, Mr. Chairman. 

Mr. Roosevetr. Thank you, Mr. Brunn. We very much appreciate 
your cooperation with the committee. 
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(Mr. Brunn’s statement in full is as follows :) 


STATEMENT OF WALTER BRUNN, WESTERN DIVISION MARKETING MANAGER, 
TIDEWATER OIL Co. 


I am Walter Brunn. I am marketing manager of the western division of 
Tidewater Oil Co., with headquarters at San Francisco, Calif. As such I am in 
direct charge of the marketing activities of this company in the States of Cali- 
fornia, Oregon, Washington, Nevada, Idaho, Utah, Arizona, and the Territory 
of Hawaii. I have been with the company in various capacities in the sales de- 
partment since 1923. I am here in response to the suggestion contained in your 
letter of March 29 to Mr. L. A. Healey of the company’s New York office, and to 
assist this subcommittee in obtaining as many of the facts in regard to the 
matters it is investigating as I may be able to provide. If the committee will 
permit me, I will endeavor to cover the specific areas of questions contained in 
your letter although not necessarily in order. All statements herein relate to 
the activities of Tidewater’s western division. 

Your first question deals with contracts with manufacturers of tires, batter- 
ies, and accessory products. In the light of question No. 5, which distinguishes 
buy-and-sell contracts from the first question, I assume that you are concerned 
with contracts involving commissions, overrides, and similar arrangements. 
Tidewater Oil Co. has no such contracts with TBA suppliers. It does sell TBA 
items, such as tires, batteries, and various automobile accessories such as are 
usually handled in service stations, directly to such of its dealers as desire them. 
These items are manufactured for us or purchased by us from manufacturers 
and warehoused by Tidewater until such time as they are resold to dealers. 

We have no contracts with dealers or lessees covering the purchase of TBA 
items and there are no provisions in any of our leases or petroleum product 
contracts which require them to purchase any TBA items from us or to refrain 
from purchasing such items from others. We do, of course, try to merchandise 
these items to as many of our dealers as possible through the use of advertising 
and salesmanship. A dealer purchasing the items which we sell has the un- 
questioned advantage of our national and regional advertising of such items, 
credit and promotion programs, the constant availability of a locally situated 
warehouse stock, and the convenience of dealing with the same supplier from 
whom he purchases petroleum products. The principal TBA items sold by this 
company are Flying A tires which are manufactured for us by the United States 
Rubber Co. and sold under our Flying A brand, and batteries which are manu- 
factured for us by the States Battery Co. and likewise sold under our Flying A 
brand. Minor items such as spark plugs, fan belts, automobile light globes, mir- 
rors, waxes, polishes, et cetera, are nationally advertised brands which are pur- 
chased directly by us from the various manufacturers thereof. You ask the 
percentage of dealers handling noncompany TBA items. While the degree to 
which any individual dealer handles noncompany items varies depending upon his 
desires in the matter, I think it is safe to say that 100 percent of our dealers 
handle from a few to a large number of such items. We do not offer for sale 
any automotive equipment not in the usual TBA line. 

Your second question dealt with specific changes made in our dealer agree- 
ments since 1955. The principal change, and I believe a significant one, was 

the introduction of a new sublease agreement earlier this year. This agree- 
ment, which is purely a real property lease, is written for a term of 4 years, non- 
eancelable on the company’s part after the first year of the term, and, before 
that, only at the end of either the first or second 6-month period. It is cancel- 
able by the lessee at any time upon 30 days’ notice. This means that a dealer 
leasing a service station property from this company is guaranteed a 3-year 
tenure after a 1-year “probationary” period. This document has been well re- 
ceived by our dealers throughout the western division. In this connection I 
think it is only right to point out that lease cancellations under our previous 
leases, which were cancelable at the end of consecutive 6-month periods, were 
the exception rather than the rule, and we had no particular complaints that I 
ean recall from our lessees as to the length of term of the former agreement. 
However, it is undoubtedly true that.a longer term should give the dealer more 
of a feeling of security and enable him to more readily plan for his future. I 
would not want to fail to add that this policy was suggested to us and given 
the consideration which resulted in its adoption as the result of the recommenda- 
tions of your subcommittee during the 84th Congress. 
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As to your question regarding lease cancellations, terminations, and dealer 
failures, it is not possible for us to give this information as to dealers who own 
or lease their facilities from parties other than Tidewater. Tidewater does 
have 1,013 service stations either owned in fee or leased from others which it 
in turn subleases to service station dealers. In this group of 1,013 stations, 
there were cancellations or terminations in the year 1955 in the amount of 278, 
in 1956 in the amount of 336, and for the first quarter of 1957 in the amount 
of 80. 

Such turnovers in lessees of these stations were almost entirely at the request 
of the lessees. Our records indicate for the year 1956 only two such leases 
were terminated by unilateral action of the company. 

Your third question is as to our various types of dealer agreements. We an- 
swered a similar question in detail in a letter addressed to the chairman of this 
committee under date of April 4, which was in response to his letter to us of 
March 22 inviting representatives to appear at the Washington conferences 
preceding the start of these hearings. Copies of the agreements were submitted 
at that time and are undoubtedly in the committee’s files. Briefly, we have only 
one type of product contract which is used with all dealers that are under con- 
tract, whether they are lesees or not. We have two types of service station 
subleases, one for those stations owned or leased by the company in which we 
have a substantial investment—this is the lease I have just discussed— and 
the other for stations leased by the company from a third party in which we 
have little or no investment, Copies of these leases were also submitted. This 
company does not operate any service stations, with the exception of one used 
as a training station. We have no consignment agreements with service station 
operators. 

Attached hereto is a breakdown showing the number of leased stations, dealer 
outlets under contract but without a lease, and dealer outlets with no written 
agreements of any kind, in the States of our western division. 

There is no use of my reading that. It is attached, and you gentlemen can 
see it. 

(The breakdown referred to is as follows :) 


TIDEWATER OL Co. 
WESTERN DIVISION 
San Francisco, Calif. 


Number of dealers in each State as of Dec, 31, 1956 


| 
| Number of 

















Total number} Number of | Number of | dealer con- 
State of dealers A subleases | B subleases tracts and 
| open 
} accounts ! 
—— = — —_——_—__—— eS eee ee 
California. --_.....- a a Sr a aaee 1, 747 | 712 214 821 
Oregon i. 426 | 110 | 7 246 
Washington___......__- ist 404 | 128 | 42. | 234 
RN i anal nei | 4 |. sol Sinead 4 
Nevada._. ee | 49 24 | 4 21 
Arizona. Pe be L : *: | 32 | 15 | 2 15 
Utah 2) 1} ‘<i 1 
Hawaiian Islands_-._._. 101 | 23 26 | 52 
Total. _. 2, 765 | 1,013 | 358 1, 304 
| 





' It is estimated that approximately 50 of this number are ‘“‘open’”’ accounts with no written agreements 
of any kind. 


Figures do not include dealers handling Tidewater branded products purchased from purchase and sale 
distributors and not carried on Tidewater records. It is estimated there are about 300 of such retail 
outlets. 


As to our market policy at the retail level, we operate generally as follows: 

(@) We protect our dealers to a margin of 54% cents and 6 cents per gallon. 

(0) In any price war our policy is to keep our dealers competitive in any 
given marketing area. This is not an arbitrary geographic area but is based on 
buying areas where concentration of service stations exists. 

(c) If prices in certain areas are lowered by competitive service stations we 
assist our dealers by granting them additional allowances on a day-to-day basis 
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to meet such competition, this allowance being in an amount to assure the 
dealer at least 514 cents and 6 cents per gallon. 

Most dealers lower their prices when these allowances are granted. Some do 
not. In the latter cases, they simply make a greater profit per gallon, but in 
most of such cases their gallonage suffers. The granting of these allowances 
is in no way contingent upon the dealer reducing his prices. 

As to your inquiry as to how we regard competition at the retail level with 
our own retailers, I assume that this question is directed at competition between 
our retailers and retailers of other suppliers, 

As to Tidewater’s plans for superhighway routes, the entire situation is in 
such a preliminary stage that no actual action has as yet been taken. We have 
alerted our field organ’zation to keep in touch with public authorities, to attend 
any hearings as to routes that may be held in their areas, to determine any 
regulation as to access rights that might develop and, where possible, to voice 
our opinion as to such access rights. When routes and other matters are de- 
termined it is our purpose to secure properties along such routes by lease or 
purchase in order that we will be properly represented and our products avail- 
able to our many traveling customers. 

At the time of crude increases in January of 1957, which was one of the ques- 
tions asked in your letter, amounting to an average of $0.25 per barrel, the price 
of Tidewater’s branded. gasolines was increased only $0.005 per gallon. It can 
be generally stated that dealers in turn increased their retail price an equiva- 
lent amount. Tidewater, however, has no control over and does not set dealers’ 
prices and, therefore, a definite statement that all dealers increased their prices 
cannot be made. 

Tidewater does not belong to any retail trade organizations or jobber organiza- 
tions in the petroleum industry. 

Relying to your inquiry, this company is a defendant in a civil antitrust pro- 
ceeding filed by the United States in the United States District Court for the 
Southern District of California, central division, in 1950, against Standard Oil 
Company of California, Shell Oil Co., the Texas Co., Richfield Oil Corp., General 
Petroleum Corp., Tidewater Oil Co., Union Oil Company of California, and the 
Conservation Committee of California Oil Producers, as civil action No. 11584—C. 

Finally, it is my belief that the bills introduced by the chairman of this sub- 
committee in the House on January 3, 1957, being H. R. 425, 426, 427, 428, and 432, 
are not necessary nor desirable either to improve the lot of the retail gasoline 
dealer or that of the consumer. In fact both, as well as the supplying companies. 
in my opinion, would be severely injured by any such legislation. 

You gentlemen have heard thousands of words of testimony and received many 
statements from those who are opposed to this legislation. I doubt if I can 
add anything new to this mass of material. I doubt if I can add any new at all. 
Suffice it to say that, frankly, in my experience in the industry, and it’s been a 
long one, I have encountered few dealers who share the viewpoints expressed 
by some of the witnesses who have testified before your committee as dealers 
or representing dealer organizations. The average dealer likes his status as 
an independent businessman, he wants to run his business as he deems best, 
and I do not believe he is looking for any legislative props to assist him. It’s a 
tough competitive business, and there is no question it has its share of failures. 
I don’t doubt that there have been instances of overzealous salesmanship on the 
part of company representatives, but, speaking for Tidewater, when we hear 
about them we take steps to correct them. 

For your information, I attach as an exhibit to this statement a letter sent 
to all our district marketing managers reiterating our marketing policies. I 
would like to read that letter. 

The successful dealer welcomes the advice and promotion assistance his 
supplier can give out of the background of experience. He knows that market- 
ing is a cooperative effort between supplier and retailer. It is only from the 
dealer who through his own lack of ability, or perhaps a poor location, or under- 
financing or inadequate facilities, is unsuccessful or barely gets by, that you 
hear the hue and cry for Government assistance or crippling legislation against 
the supplier. The latter type believes, or is led to believe by professional leaders, 
that legislation will cure his deficiencies and permit him to prosper, forgetting 
that the legislation would apply to all dealers and that he again would be 
the laggard in the competitive race. What he actually wants, I think, perhaps 
without realizing it, is one law for himself and another for his competitors. Only 
that way can he survive. I doubt very much that the subcommittee believes that 
there is any God-given right to stay in the service station business no matter 
what the circumstances. 
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I also find difficulty in believing that this subcommittee ‘could believe that the 
interests and welfare of the dealers are things with which the supplying com- 
pany has little or no concern. Dealers, gentlemen, are the lifeblood of our 
organization. If our dealers cannot prosper the company cannot prosper, and 
no one knows that better than we in the marketing organization. I know of 
no other industry in which an individual with so little investment can build 
up such a profitable business of his own, as can a service station operator in 
the oil industry. 

We have hundreds of prosperous and satisfied dealers, believe me. Surely 
all probably would like to make more money—all of us would. They have their 
problems and they have bad and good times, but by and large they like the 
business. Otherwise they wouldn’t be init. But you don’t hear from these men— 
you hear only from the relatively few malcontents, or from men representing 
themselves as spokesmen for dealers many of whom I suspect have never been 
consulted on the matter. 

H. R. 427 seems to be a matter of legal procedure. I don’t know much about it, 
to be frank, but I understand it would hamper the settlement of litigation and 
that our lawyers as well as the Attorney General are opposed to it, and, as I 
mentioned to you before, I have no feelings one way or the other as to H. R. 482. 

I am confident that H. R. 426 and 428 would not only lower the profits of most 
dealers—but put many of them out of husiness. Our lawyers tell us that H. R, 
425 would only lead to constant harassment of the supplier through groundless 
suits and threats to sue, and that present laws adequately protect the dealers’ 
rights. As I understand the bill once a company contracted with a dealer it 
would have to continue forever or be faced with the rather formidable task of 
proving good faith, whatever that may mean. 

I believe whatever problems there may be—and I don’t say that none exist— 
ean best be worked out between the company aud its dealers, und that additional 
legislation will only needlessly complicate the marketing structure to the de- 
triment of the company and its dealers, to say nothing of the consumer who 
after all must ultimately pay the bill. 


The committee will now hear from Mr. Rath, Union Oil Co. 

Mr. Hauk. I take it the committee has no objection if counsel sits 
with Mr, Rath? 

Mr. Roosrvert. Not at all. If you are going to answer questions by 
the committee, then I would like to swear you at the same time and 
have you identify yourself to the reporter. In fact I think we will 
do that just to save time. Would you both raise your right hands, 
please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God # 

Mr. Ratu. I do. 

Mr. Haovk. I do. 


TESTIMONY OF ROBERT RATH, SALES MANAGER, DEALER SALES, 
UNION OIL COMPANY OF CALIFORNIA, ACCOMPANIED BY 
A. ANDREW HAUK, ATTORNEY, LOS ANGELES, CALIF. 


Mr. Roosrevett. Mr. Rath, would you identify your counsel? 

Mr. Ratu. This is Mr. Hauk, our counsel. 

Mr. Rooseveit. Your address, sir ? 

Mr. Ratu. 617 West seventh Street, Los Angeles. 

Mr. Roosrvett. Won’t you sit down, sir? My understanding is that 
you have a short statement which you wish to give to the committee. 

Mr. Rar. Yes, I do. 

Mr. Roosrvett. Then is the letter that accompanies it to be made 
a part of the record ? 

Mr. Ratu. Yes. We have submitted two statements, one of which 
is confidential. 
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Mr. Rooseve#r. fs the accompanying letter the confidential one? 

Mr. Ratu. Yes. One is headed “Statement.of Union Oil Company 
of California Before Subcommittee No. 5.” 

Mr. Roosevett. That is not confidential. I want to make sure be- 
cause you have only submitted one copy. 

Mr. Ratu. We are sorry. We thought we sent six over, but some- 
how some of them have gone astray. 

The one addressed to you is the confidential one. 

Mr. Roosevetr. All right, sir. The committee will accept the con- 
fidential statement and try to make other copies available for the 
press, because this is an open hearing, and we don’t want to keep 
anything from them which is part of the open hearing. 

(The document referred to will be found in the files of the sub- 
committee. ) 

Mr. Roosevett. Will you proceed, Mr. Rath? 

Mr. Ratu. Gentlemen, my name is Robert Rath. I am sales man- 
ager, dealer sales, for Union Oil Company of California. This state- 
ment is made in response to the chairman’s letter to us of March 29, 
1957, which sets forth certain specific areas of questions. Insofar 
as this statement covers information outside of my own responsibili- 
ties, it is based upon information supplied at. my request which I 
believe to be accurate. 

1. We are asked to submit all contracts which we may have with 
manufacturers of TBA products. We have no contractual arrange- 
ments with any such manufacturers. 

Next we are asked what percentage of our overall business is repre- 
sented by TBA. The company’s revenue from TBA sales is less than 
0.2 of 1 percent of the company’s total revenue. 

2. We are asked to indicate what specific changes have been made 
in our leases, franchises, agreements, and arrangements with our 
dealers since 1955. 

The rental clause in our service-station leases has been modified. 

Mr. Roosrvett. And that is the only change, Mr. Rath? 

Mr. Ratu. Yes. 

Mr. Roosrve.t. How has it been modified ? 

Mr. Ratu. We have a gallonage rental in our lease, and in addition, 
we have added a minimum. That minimum is now changed so that 
he pays 2 cents a gallon or, at our option, upon 30-day notice, he pays 
a flat rental. The flat rental is predicated on complete amortization 
of our facilities and our interest in the land and 7 percent interest, 
so at the option of our management we may elect, on 30 days’ notice, 
to invoke the flat rental. 

Mr. Roosevett. That is based upon the gallonage of the station 
that you think it ought to make. 

Mr. Ratu. It is based on the gallonage that was obtained the pre- 
vious year, divided by 12 for a monthly figure, and in case of a new 
station, it is on the basis of 2 cents a gallon, and the minimum is based 
on estimated gallonage. 

Mr. Roosrvett. You still have a predominance then or almost ex- 
clusively 1-year leases. 

Mr. Ratu. Yes, we do, and they are based on 2 cents a gallon, Mr. 
Roosevelt. The only change made was that we may elect to invoke 
a flat rental. 
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Mr. Roosevett. And you have not considered it worthwhile, as the 
revious witness did, to consider a change in either the length of the 
fase or cancellation clauses of the lease. 

Mr. Ratu. Yes, we have that under study. I meet ener five 
times a month with groups of dealers, usually 15 at a time, and I pro- 
pose this question to them in each case to get their opinion. So far 
very few have expressed a desire for a longer term lease, but I dis- 
cussed it in Honolulu last week and in Los Angeles the week before 
and San Francisco the week before, and if there is a real interest on 
the part of our dealers for a longer term lease, we will go ahead with 
one. 

Mr. Roosrvetr. But as of this time you have no longer term leases. 

Mr. Raru. They are all 1-year leases. 

Mr. Roosevetr. Thank you. You may proceed. 

Mr. Ratu. 3. You ask for a list of our various types of dealer agree- 
ments and for specific information regarding company operated 
stations and consignment agreements. Dealers in Union Oil products 
either buy gasoline or take it on consignment. Union has no pur- 
chase or sale agreement with those who purchase its gasolines. With 
those who handle its gasoline on consignment, Union has consi ent 
agreements. Copies of Union’s service station lease form and retail 
consignment agreement have been submitted to this committee. In 
addition there is submitted herewith a copy of Union’s so-called 
Paint agreement. 

Consignee commissions are discussed later. 

Union has only 20 employee-operated service stations. These are 
maintained for training and experimental purposes. 

4. You asked us to submit a breakdown showing the different types 
of dealers in each State in which we operate. The following is such 
a breakdown. 























Employee Retail Purchase Total 
operated consignees | and sale 
_ —— —- —_- — oe Pa ee 
Condens dntbiicynstndcucddacddunbinwen 7 2, 149 | 370 2, 536 
Oregon... ... bemneainth aid toscana dnseeranensinialiesieiiieamRMadien Min 2 dite 410 140 550 
WEE. . -stecacebccocccscateccokesdackwant 2 436 206 734 
ch pa Sabin geesgeshtbbsekusidaébewsssubouel J-+----------~- 57 26 83 
D6 cichnccdaditiaeheousiapurebtecipshean 1 134 70 205 
|——_____—__—_— 


ON Se he E AB de ceeeed | 20 | 3, 186 902 4, 108 


Of the foregoing, the following operated under leases from Union: 





I neces ence eeprep denen soon nipaferdh coceebeteniae Pian he stab Reesge deat eee ee 1, 536 
eR a ii hd i EL a ek. eh ed 239 
IF RNR) ks hint ering babes ia gas eck b boca cstahdd backs ica. ndig bpcelecalldnndibaad 887 
SOPNOINOID. 41 > rash cin os inauleh cnpuinsdabantpteneleteedansn<ncpiglaiatisiiiiniasnilaaediaiait ici oseiatialel ceili Blanes 36 
PIII + 5. sniin schith- nc ch tintin pailitadcinsdeetaanaaren ar eibaieudeatsaniios aah nindnendsedmelee mae 118 

GGA). fe lea le ei ci es i ee a srs ik ha 2, 261 


Mr. Roosrvett. Mr. Rath, do you have any commission stations? 

Mr. Raru. We call them consignee stations. I imagine that is what 
you refer to. Yes, retail consignees total in the figure that is supphed 
you, 3,186. 

I guess the terminology in our case is consignee stations. Possibly 
in your case you call them commission stations. 
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Mr, Roosevevr. Is that an increase over what you had at this time 
last year ? 

Mr. Raru. Not appreciably. There have been gradual increases, 
yes, but we started our consignment program a little over 2 years ago, 
and we have probably put most of these fellows on a consignment 
basis with us, signed agreements with them, prior to 1956, although 
there has been an addition to that number in 1956. 

Mr. Roosrverr. Have you been opening up new consignee stations, 
or have you been converting lessee stations to consignee stations ? 

Mr. Rarn. There have been both. 

Mr. Roosevetr. Both? 

Mr. Rarn. Yes. 

Mr. Roosevet. All right, sir. 

Mr. Ratu. Shall I proceed ? 

Mr. Roosrveit. Would you please. 

Mr. Ratu. 5. You asked if we buy and sell TBA items to dealers 
as distinguished from No. 1, and indicate percentage of dealers han- 
dling noncompany TBA items. Union does not buy and sell TBA 
items to dealers. 

6. You ask that we state our policy in regard to the market prices 
at the retail level. Our policy is to maintain competitive prices. In 
this connection Union’s Royal 76 customarily commands a premium 
of an extra cent per gallon. 

Mr. Roosrvetr. Before we go into that, you ate that you do not 
sell TBA items to your dealers, but you do have 0.2 of 1 percent of 
the company’s total revenue in that category. From where do you 
get the revenue? 

Mr. Ratu. From TBA suppliers who pay us a commission, 

Mr. Roosrverr. You mean they pay you a commission to allow 
them to contact your dealers? 

Mr. Ratu. No; they pay us a commission for the services we per- 
form in pr omoting the sale of TBA. It is a customary procedure in 
the industry. 

Mr. Hosmer. Promoting the sales to the service-station operators or 
the public? Wholesale or retail ? 

Mr. Rar. On the basis of their sales to the service-station operator. 

Mr. Hosmer. For the wholesale sales ? 

Mr. Ratu, Yes. 

Mr. Hosmer. That you promote amongst your dealers. You don’t 
promote amongst the general public, is that right? 

Mr. Rats. Well, we do it both ways. For example, on our credit 
cards we allow the credit for TBA items to be put on that, and we will 
go ahead and have advertising, promoting TBA to the consumer 
through our credit card stuffers and through other means of advertis- 
ing. ‘We promote various sales programs, embracing TBA sales, 
performing functions that way, in addition to holding training 
sessions, doing many things with the dealer so that he in turn will 
increase his sales of TBA which are quite a function of his income. 

Mr. Roosevett. This is all by oral agreement ? 

Mr. Raru. Yes, it is. 

Mr. Roosrvetr. You have no contractual agreement at all. Could 
you detail that a little bit for us’ For instance, do you sell some 
other company’s tires in your Union Oil stations and take an override 
on those tires, or what items are we talking about ? 
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Mr. Ratu. In our dealer stations, Mr. Roosevelt, sales made by 
Firestone, U. S. Tire & Rubber, are totaled up by them each month, 
and they pay us a commission on their sales to the dealers, but that 
is all in oral agreement. Then we in turn 

Mr. Roosrvetr. You mean the amount of commission was arrived at 
by oral agreement ¢ 

Mr. Ratu. Yes, yes. Then we in turn, in our instructions on credit 
cards, point out to the dealer that these are authorized items that may 
be placed on our credit cards. In other words we will carry the retail 
credit on them. We do not carry the wholesale credit. That is a 
matter between the tire supplier and the service-station operator. 

Mr. Roosevetr. And you carry a fairly complete line of TBA 
products on that credit-card arrangement ? 

Mr. Ratu. We carry anything that is necessary for the operation 
of acar, that’s right. 

Mr. Roosrvett. Do you carry competing items, or are there exclu- 
sive arrangements ? 

Mr. Ratu. There is no exclusive arrangement. All we say is that 
we authorize Firestone, U. S. Tire & Rubber, and Prestolite batteries, 
for example, to be put on our credit cards. We have no way of 
controlling that because they might sell, say, General Tires and list it 
on the credit card, and it would go through, and we would carry the 
credit, but that isn’t our intent when we supply credit by means of 
retail credit cards. 

Mr. Roosevetr. That is what I am trying to get at. In other words, 
let’s say the dealer decides he doesn’t like Prestone, he likes some- 
thing else. Can he ask you and will you agree then to allow him to 
include on his credit card with his customers that particular item 
if you have approved it ? 

Mr. Raru. No. Our instructions are that he should not put it on, 
but I know very well that considerable amount of it does go on. We 
have no way of policing it, and we don’t attempt to. 

Mr. Hosmer. Do you make money or lose money or break even on 
the TBA? 

Mr. Ratu. On the commission ¢ 

Mr. Hosmer. Yes. 

Mr. Raru. The commission falls far short of covering our expenses 
in supervisory help, credit-card assistance, and so on. That is given 
for the sale of TBA. 

Mr. Hosmer. Do you carry this on for the matter of having the 
necessary supplies and services in your stations that the public 
wants ? 

Mr. Rarn. That’s right. We are a quality house. We feel we 
should have first-class service stations. The reason that we nominate 
for credit-card use Firestone and U.S., for example, is that they are 
topflight tires, and they have topflight accessories and batteries. 

Mr. Hosmer. When your dealers sell those tires, can they sell them 
on a 6 months’ basis or something like that ? 

Mr. Ratu. That’s right, we provide budget terms. 

Mr. Hosmer. On those budget terms, is there an interest charge or 
not ? 

Mr. Ratu. We have the best deal in the business. We charge a dol- 
lar carrying charge for the whole 3 months and a dollar and a half for 
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a5 months’ carrying charge. That is all that the customer pays. We 
provide a budget form that the dealer fills out at the time he makes 
the sale. That goes into our office, and he receives credit for it. 

Mr. Hosmer. Does the dealer get credit for the total amount of that 
sale then, or does he get credit as the purchaser pays over the next—— 

Mr. Ratu. He gets credit right then. He usually turns that slip 
in on a gasoline delivery for credit. In other words, he collects all 
his credit-card tickets, turns that in, and then pays us the difference 
between that and the amount of gasoline delivered. 

Mr. Hosmer. In other words, the Union Oil Co. picks up the dif- 
ference between the $1 or $1.50 service charge and the interest on that 
amount of money for the length of time it takes to pay it. 

Mr. Ratu. We get $1 for 3 months and $1.50 to carry the account 
for 5 months, and that comes from the customer. 

Mr. Neus. What is the consideration for this commission you get ? 

Mr. Ratu. You mean what do we do in the way of performance to 
earn it ? 

Mr. Nexus. I don’t want you to repeat your testimony. You just 
said, for instance, that the matter of extending credit on cards is an 
important factor. I suppose you would consider that to be one of the 
considerations, but you itso said that a lot of competitive merchandise 
slips through on the credit cards. What does the Firestone or U. S. 
Rubber Co. get from you to warrant their payment to you of a com- 
mission ? 

Mr. Ratu. [ already pointed out the credit-card sales. If we didn’t 
carry it, I am sure that a tire supplier would have to, because it 
amounts to such a substantial quantity that the average dealer wouldn’t 
be able to handle that. In addition, we hold monthly merchandising 
meetings on a conference basis. We also provide material, as I say, 
to all of our charge customers, pointing out just what we are doing in 
the way of TBA sales. In June, for example, we are featuring tires 
to get ready for the July 4 kickoff program, and all of that month our 
emphasis on retail will be centered around tires. This month it is 
accessories. We will hit winterizing items in November, so our retail 
efforts from my level on down are all directed during that month in 
our merchandising to that one particular product. 

Mr. Nexus. I think you can answer this question yes or no—Is your 
company one of the defendants in the FTC case on this override com- 
mission matter ? 

Mr. Ratu. No; we are not. 

Mr. Neuuis. Thank you. 

Mr. Rooseveit. Would you proceed, Mr. Rath ? 

Mr. Ratu. You ask what level of margin to the dealer we consider 
necessary to maintain in price-war cases. In the case of dealers taking 
delivery by truck and trailer our policy is to maintain a margin or 
commission of 6.6 cents per gallon and 7.1 cents per gallon respectively 
on our 2 grades of gasoline. In cases of price wars we do make price 
concessions to a purchase and sale account. No price concession is 
necessary in the case of consignment. 

Mr. Roosevett. Now, Mr. Rath, I don’t think you mean to make the 
statement that you maintain 6.6 and 7.1 through the price war, do you? 

Mr. Ratu. Yes; we do, Mr. Roosevelt. 

Mr. Rooseveit. You do. 
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Mr. Rarn. That isa guaranteed minimum margin. 

Mr. Roosrvetr. Guaranteed minimum margin. 

Mr. Ratu. That is before rent. 

Mr. Roosrvett. Yes. The rent comes out of that. But all through 
the price war—is it upon request of the individual station that he gets 
this concession, or is it upon your decision as to which station it shall 
be made to, and is it given to every station, regardless of whether in 
the price war they agree to meet competition ? 

Mr. Ratu. I want to answer that by saying we are talking about two 
types of stations. One is a consignment station, and the other is a 
purchase and sale. 

Mr. Roosevetr. Leaving out the consignment station. 

Mr. Rar. On the purchase-and-sale arrangement, I think we can 
do it best by penciling it out, but in the event, say, that a normal price 
is 31.2 in Los Angeles, which we consider normal today, and there is a 
depressed price condition, and our consignee stations sell, at, say, 29.9, 
which is 1.3 below that, we would then, in the event a purchase-and- 
sale service station elected not to lower its price, allow him 1.3 cents 
per gallon, even though he did not lower his price. 

Mr. Roosrvetr. So you are telling the committee that in all cases 
Union Oil gives the discount to a lessee station whether or not the 
price is lowered by that station. 

Mr. Ratu. On dealer stations. Lessee stations, if you are going to 
refer to them that way, Mr. Roosevelt, are, as I recall, either—well, we 
may have four-tenths of 1 percent the last time I heard, not on con- 
signment and I understand he is on consignment now, so I believe, in 
fact, 100 percent of our so-called lessee stations, other than 2 parties, 
are on consignment. So, when we are talking about a purchase-and- 
sale arrangement, we are talking about—well, you might refer to your 
reseller type of dealer other than lease station, 

Mr. Roosevetr. In order that I can get completely clear on that, 
the consignee stations, of which you have 3,186 out of your total of a 
little over 4,000, these are what we commonly refer to as commis- 
sion stations. 

Mr. Ratu. Yes; they are referred to as commission stations, too. 

Mr. Roosevetr. You only have 902 that would be classified normally 
as lessee or dealer stations. 

Mr. Ratu. Not lessee; that would be classified as a dealer station, 
not necessarily lessee. You see, we have two basic classes of dealers 
in the industry. You have your lease account, that is, you might say, 
leased by the oil company to an operator. 

Mr. Roosrvett. How many of those do you have? 

Mr. Ratu. We have 2,261. 

Mr. Roosrvett. All right. You see, I don’t quite add them up. 
Maybe I am wrong. In your paragraph 4 you have a total of 2,261 
that you now tell me are people that lease their stations from you. 

Mr. Ratu. That’s right. 

Mr. Roosrvett. Previously you also list 3,186 that you call con- 
signee. 

Mr. Ratu. We have a number of dealers who are retail consignees; 
they have converted to the consignment program. They are not 
lease stations; they are dealer stations, but they have converted to the 
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consignment program, and we included them as retail consignees, 
because they are not a purchase-and-sale arrangement, you see. 

Mr. Roosrvertt. How many do you have on pure purchase-and-sale 
arrangement? Do I add the 2,261 to the 902? 

Mr. Ratu. On purchase and sale we have 902, as listed in this docu- 
ment, and they would all be dealer service stations. They own their 
a service stations and simply buy gasoline from us and sell to the 

ublic. 
. Mr. Roosevett. All right. On the 3,186, how many lease from you 
but are not on the consignee arrangement ? 

Mr. Ratn. I don’t know of any. 

Mr. Roosrvett. How many total do you have that lease from you 
and operate independently ? 

Mr. Ratu. 2,261, the figure that is in that lower column. 

Mr. Roosevett. Then they certainly don’t add up to 4,108 total 
stations. If they do, explain to me how. You tell me there are 3,186 
stations. Then you tell me there are 2,261 that are lessee independent 
stations that are not consignees, and that adds up to over 5,000, no 
matter what school you went to. 

Mr. Rarn. If you take the 2,261, that should be subtracted from the 
3,186, the retail consignees. They are included as part of those. Then 
the balance 

Mr. Roosevett. So, direct consignees, you have less than 1,000. 

Mr. Ratu. 925. 

Mr. RooseEvett. 925. 

Mr. Ratu. Dealer stations that are on consignment; that’s right. 

Mr. Roosrvett. That makes the picture much clearer. So now I 
have 2,261 dealers that we are talking about here on page 3, under 
your paragraph 6. 

Mr. Ratu. I am talking about both groups when I talk about 6.6 
and 7,1. Any of our dealers are guaranteed a minimum margin of 
6.6 and 7.1, regardless of the retail price. 

Mr. Roosevett. Wait a minute, Mr. Rath. You add the sentence, 
“No price concession is necessary in the case of consignment,” and you 
have just told me that you only had 925 consignment stations. 

Mr. Ratu. No, sir. Could I come up there? Would that help, if I 
pointed the figures out to you? 

Mr. Roosevett. Start all over again. Start out with the total num- 
ber of stations, total number of consignees, total number of people 
that you are referring to on page 3 in paragraph 6. 

Mr. Ratu. We have 4,108 resellers. 

Mr. Roosevett. That is the total. 

Mr. Ratu. Of those, 2,261 are leased service stations. That figure 
is in the lower section. So that means that we have 1,847 other types 
of stations. 

Mr. Roosevett. All right. 

Mr. Ratu. Now, we have 20 employee-operated stations. If you 
subtract those, you have 1,827 dealer-operated stations, nonleased. 
Now, of those 1,827, 902 are on a purchase-and-sale arrangement, as 
shown in this tabulation, so that leaves 925 dealer-operated service 
stations on consignment. 

Mr. Roosrvett. All right. Now explain to me what your purchase- 
and-sale arrangement is. 
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Mr. Raru. As we pointed out earlier, we have no contractual ar- 
rangement at all with a purchase-and-sale dealer. We have a pay- 
ment agreement, and that is all. That is simply where we deliver 
the gasoline, collect the money for it, either on ¢. o. d. or on credit, 
and then he-—— 

Mr. Roosrvett. They pay the tank-wagon price. 

Mr. Ratu. They mjafht pay truck and trailer if they have storage 
for it. They may take truck-and-trailer delivery, they might take 
tank-wagon delivery, but they purchase it, and it is their gasoline, 
and they resell it from then on. Now, if they go on the consignment 
program, then they go into this column called retail consignee. 

Mr. Roosrvetr. The ones I am interested in are these 2,261. 

Mr. Hosmer. Let me ask a question about that. Your people who 
lease stations, do some of them operate on a purchase and sale and 
some of them operate on a consignment ? 

Mr. Roosrvetr. Nine hundred and two operate on purchase and sale, 
2,261 do not; is that correct ? 

Mr. Raru. No. Let us put it this way: All the leased stations except 
in Hawaii are on consignment. 

Mr. Hosmer. Then we have 2,261 lessees on consignment as well as 
925 other people. 

Mr. Ratu. Right. That totals your 3,186. 

Mr. Hosmer. How many do you have over in Hawaii? 

Mr. Ratu. About 102, total. 

Mr. Roosrverr. In effect, they are all on consignment; the 3,186 
are all on consignment. 

Mr. Ratu. All of the lease stations in effect are on consignment; 
that’s right. 

Mr. Roosrverr. All right. Therefore, the price concession is not 
necessary in their case; is that correct ? 

Mr. Rarn. That’s irght. 

Mr. Roosrvett. So the ones you referred to as maintaining a margin 
or commission of 6.6 and 7.1 are relatively insignificant, practically 
none. 

Mr. Rarn. But the guaranteed commission to the dealer on con- 
signment is also 6.6 and 7.1. That is the commission we pay him to 
sell our gasoline. 

Mr. Roosrverr. Yes; but a price war doesn’t affect him at all, be- 
cause he is going to get his 6.6 and 7.1 no matter what. 

Mr. Raru. It affects him in this respect: If there is no price war 
and the market is such that it is above so-called normal price, he may 
have a longer margin than a 6.6. and 7.1. If he elects to take that 
price on up to a competitive level, his margin may be longer than that; 
so the price war might affect him in that it drops the margin, but it 
will never drop it to more than 6.6 or 7.1, whether he is a purchase- 
and-sale dealer, whether he is a consignee dealer, or whether he is a 
consigned lessee. 

Mr. Roosrverr. Who sets the price in your consignment station, 
dealer consignment station ? 

Mr. Ratu. We do. 

Mr. Rooseverr. You do? 

Mr. Ratu. Yes. We do it on this basis: You see, he is paid a com- 
mission to sell these products for us. Now, we go out into the market 
area and find out what the competitive major price is, what that level 
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is, and we set our house-brand price at that. As I say, I could take 
you into some markets where these fellows are making an 8-cent 
margin on both grades. 

Mr. Roosrve.t. That is because you allow them to, because you set 
the price for them; is that correct ¢ 

Mr. Ratu. We explain it to them this way: That we are not set- 
ting the price; competitive factors are setting the price; and if major 
competition in the area is getting an 8-cent margin, the basis of our 
calculations, he is going to get it. 

Mr. Roosevexr. Saas but basically this is not an independent busi- 
nessman from the point of view that he sets his retail price as, for 
instance, the gentleman from Standard Oil testified. Here you set 
the price, and he is guaranteed a fixed margin below which he cannot 
go and occasionally at the price that you said he makes a little more. 

Mr. Ratu. We have a number of dealers, Mr. Roosevelt, who don’t 
elect to sell at our nominated price. They take it on up above. 

Mr. Neus. You mean consignment dealers do that? How is that 
possible ¢ 

Mr. Ratu. So we go out and try to sell him at the price which we 
want to sell the gasoline. If he refuses to go along, we nominate the 
price at which he insists. 

Mr. Hosmer. Will you tell me what category of people you are 
talking about? The dealer-operated station ? 

Mr. Ratu. Either. 

Mr. Hosmer. You are also talking about the leased stations who 
accept the gasoline on consignment and who are selling your gasoline 
at a price that they, themselves, determine ? 

Mr. Ratu. Let us put it this way: We go out and talk to them—— 

Mr. Hosmer. This is your gasoline on consignment, isn’t it ? 

Mr. Ratu. That’s right. 

Mr. Hosmer. You own it until the moment it is sold. What this 
fellow does at the station is act as an agent for you, right? 

Mr. Ratu. That’s right. 

Mr. Hosmer. Yet you don’t control the price at which he sells? 

Mr. Ratu. We go out to him, and there are many cases—I could 
take you out right now and take you to some—where we say that we 
feel the price, say, on our premium gasoline, should be—I am just 
plucking a figure out of the air—should be 34.2, and he elects to sell 
at 34.9. Now, we—— 

Mr. Hosmzr. But he elects to sell, and you don’t have anything to 
do with it, even though he is selling your gasoline ? 

Mr. Raru. Let’ s say—you are going to point out that under the 
consignment nerernne we are to nominate the prices, but I want to 
givea practical example. 

Mr. EVELT. Let us read it into the record. The agreement says, 
“He will sell consignor’s gasolines at prices from time to time specifi- 
cally authorized by consignor in writing.” 

You say it in writing, don't you? 


Mr. Ratu. Could you let me explain exactly what takes place ? 

Mr. Roosrvett. Yes. 

Mr. Hosmer. You are explaining a variance from the terms of the 
written contract now ? 

Mr. Ratu. No. I could read a section of the contract that also 
states—and remember, suppose he elected not to sell at those prices. 
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All we could do is cancel the consignment agreement, isn’t that right ? 
What other recourse have we? And then he goes into purchase and 
sale. 

Mr. Hosmer. Wait a minute. 

Mr. Ratu. He gets his minimum guaranty of 6.6, 7.1. 

Mr. Hosmer. Then he is not free to sell at any price he wants with- 
out something happening from the company end, is that right ? 

Mr. Ratu. Let me explain why he really is free. 

Mr. Hosmer. He can go into another arrangement, is that it? 

Mr. Raru. Let me finish. Suppose on the basis of our normal pric- 
ing practice we would set our 7600, which is our regular grade, at a 
specific price, and we normally take a 414-cent spread between it and 
our oil 76. We have cases where the dealer sets that 7600 price at the 
price we have nominated and spelled out in a written letter to him. 

However, instead of taking a 414-cent margin, he might elect to take 
a 514-cent margin. Now, that consignment agreement provides that 
while he is responsible to us for all the moneys collected on gasolines, 
he is responsible only to the extent of the difference between—one is a 
depressed price—between the normal retail price and the truck and 
trailer price to him, so in effect he pockets that difference. So he 
might then get an extra cent on Royal 76 and get his 6.6 on the house 
brand. 

Mr. Rooseverr, All right. However, if he is not selling the gallon- 
age that you think he should under that arrangement, you have the 
complete right under this contract to cancel him because he is not 
fulfilling the agreement in this paragraph 2. 

Mr. Ratu. You see, this doesn’t cancel his lease at all. Our only 
recourse, Mr, Roosevelt, is to say, “All right, you are no longer on 
consignment.” So he is on purchase and sale. He still gets a 6.6, 
7.1 guaranty. 

Mr. Roosrverr. Wait a minute. Let counsel ask a question, and 
then I want to come back to it. 

Mr. Newiis. Mr. Rath, you have been going so fast that you have 
skipped some important points, I think. No. 1, your consignment 
dealer is virtually an employee of the company, isn’t he? 

Mr. Ratu. Oh, no, Mr. Nellis. 

Mr. Neuuis. Let us find out if he is. 

He will handle, advertise for sale and sell all gasolines delivered hereunder 
under the consignors’ brands, trademarks, and names. 

_ He will sell your gasolines at prices which you specifically authorize 
in writing. 

He will, at his sole expense, furnish, maintain and operate all facilities and 
equipment. 

He will be exclusively liable for the payment of any and all withholding taxes or 


income, and any and all withholding taxes or income, and any and all premiums, 
contributions— 


and so on. 


He will pay for all expenses, costs, and licenses. He will be responsible to you 
for all gasolines consigned to him. He will keep accurate records. He gets 
paid only on the basis of the agreement made here, which is that you will pay 
him upon a 30-day demonstration of what he sold under the consignment agree- 
ment. 


You can’t tell me that legally this is not an agreement for agency 
by which this man is your agent, virtually your employee, 


ee 
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(The lease referred to is as follows :) 


Rerat. DEALER CONSIGNMENT AGREEMENT 


This agreement made as of this day of , 19 , between 
UNION Om COMPANY OF CALIFORNIA, a corporation, Consignor, and 
, Consignee, 


WITNESSETH : 


First: Consignor agrees to deliver to Consignee and Consignee agrees to re- 
ceive such quantities of Consignor’s gasolines as Consignor and Consignee may 
from time to time agree upon for sale at Consignee’s place of business at 

on the terms and conditions hereinafter 
set forth. 

Second: Consignee agree that: 

1. He will handle, advertise for sale and sell all gasolines delivered hereunder 
under Consignor’s brands, trademarks and names without adulteration and will 
maintain said brands, trademarks and names on pumps and other facilities 
through which said gasolines are dispensed. 

2. He will sell Consignor’s gasolines at prices from time to time specifically 
authorized by Consignor in writing. 

3. He will, at his sole expense, furnish, maintain and operate all facilities and 
equipment and hire and pay the wages of ali assistants he deems necessary or 
desirable for the operation of his business and they shall be under his sole direc- 
tion and control and he shall be solely responsible for their acts and omissions. 

4. He will be exclusively liable for the payment of any and all withholding 
taxes on income, and any and all premiums, contributions and taxes, for work- 
men’s compensation insurance, unemployment insurance, old age benefits, pen- 
sions, annuities and retirement benefit insurance, now or hereafter imposed by or 
pursuant to any federal or state law or regulation, which are measured by the 
wages, salaries or other remuneration paid by Consignee to persons employed in. 
connection with the storage or sale of gasoline hereunder, whether or not Con- 
signee’s employees, together with any interest and penalty, or either thereon. 
He will indemnify and hold Consignor harmless from any liability for any such 
payments and he will reimburse Consignor for any such payments made by it. 

In the event that any ruling, order or decision of an administrative agency or 
of a court holds that Consignee or a person in a relationship similar to Con- 
Signee’s hereunder, is an employee for the purpose of federal or state unemploy- 
ment insurance, old age benefit insurance or income tax withholding, he author- 
izes and will permit Consignor to deduct and withhold from his commissions pay- 
able hereunder, all sums necessary for payment of any and all withholding taxes 
on income and any and all unemployment and old age benefit insurance premiums, 
contributions and taxes, federal or state, that are measured by such commis- 
sions, or by the aforesaid wages, salaries or other remuneration paid by Con- 
signee ; and he will reimburse Consignor for any payment by it of such premiums, 
contributions and taxes for which there has been no such previous deduction and 
withholding. 

He will also indemnify and hold Consignor harmless from liability, claims 
or demands arising from death or injury to persons, whether or not Consignee’s 
employees, or from damage to property occurring in connection with the conduct 
of his business and will maintain adequate insurance against such liability. 

5. He will pay for all expenses, costs, licenses, and fees incident to or in con- 
nection with his business or the operation thereof including, but not limited to, 
all occupational, business, excise or other taxes levied or imposed upon the 
operation of said business, and upon the handling, storage, sale and delivery of 
gasolines hereunder and will promptly reimburse Consignor therefor in the 
event the same be paid by Consignor in the first instance. He will also conduct 
his operations in strict compliance with all laws, ordinances and regulations of 
governmental authority. 

6. He will be responsible to Consignor for all gasolines consigned to him, or for 
loss thereof or damage thereto from any cause whatsoever other than earth- 
quake, lightning, flood, fire or explosion not caused by his negligence and will 
pay Consignor for all gasolines sold, lost or damaged as if said gasolines had been 
sold at Consignor’s authorized retail prices then in effect, including applicable 
State and Federal taxes. 

7. He will keep accurate records of.ali gasolines delivered hereunder, their 
disposition and price at which sold and will promptly account upon demand 
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for all Consignor’s monies and gasolines in his possession and pay Consignor 
for any shortage which may develop (except as provided in 6 above) at the 
then applicable authorized retail sale price and will not charge against funds 
or any property of Consignor for which he is accountable any monies due him 
from Consignor. Consignor will have the right at any reasonable time to check 
stock on hand and inspect and audit Consignee’s records and accounts. 

8. He will retain the gross proceeds received from the sale of said gasolines 
and any other funds belonging to Consignor in his safekeeping, and transmit 
the same directly to Consignor at such times and in such manner as Consignor 
may from time to time require. Such funds and proceeds shall be segregated 
from and not commingled with other funds. 

Third: Consignor agrees that: 

1, It will consign and deliver to Consignee f. 0. b. Consignee’s place of business 
specified in Section FIRST hereof, all gasolines to be delivered hereunder by such 
means as it may elect. 

2. It will pay Consignee commissions in the amounts hereinafter set forth on 
sales of Consignor’s gasolines made in accordance with this agreement on which 
the gross cash proceeds have been received by Consignor as herein provided or 
as to which Consignor has received proper evidence of the authorized credit sale 
thereof as provided in section SIXTH hereof. Such commissions will be payable 
at the time of receipt of such proceeds or evidence of credit sale or, at Consignor’s 
option, on or before the 20th day of the calendar month following that within 
which such proceeds or evidence were received. Commissions so payable will be 
in the amount by which Consignor’s posted minimum retail price for the gasoline 
in effect at the time and place of sale exceeds Consignor’s posted tank wagon price 
therefor applicable to 400 gallon deliveries thereof in effect at the time and place 
of the sale thereof: Provided, however, That when Consignor’s authorized retail 
price for the sale of the gasoline hereunder in effect at the time and place of 
sale thereof is more than.Consignor’s posted minimum retail price for such 
gasoline in effect at the time and place of sale thereof, such commissions shall 
be increased by the full amount of the difference between such posted minimum 
retail price and such authorized retail price: Provided further, however, That 
in no event shall said Commissions be less than $ for each gallon of 
7600 Gasoline and $____..__.-- for each gallon of Royal 76 Gasoline. 

3. It will pay the property taxes on all its gasolines in storage. 

Fourth: Title to all gasolines consigned and delivered hereunder shall remain 
in Consignor until sold by Consignee as provided herein. 

Fifth: The quantity of gasoline receipted for by Consignee shall be con- 
elusive evidence of the quantity delivered and Consignee waives any claim 
against Consignor as to quantity, quality, commissions, credits, payment or 
settlement unless presented to Consignor in writing within ten (10) days after 
such delivery, sale, settlement or payment. 

Sixth: All sales made by Consignee shall be for cash on delivery: Provided, 
however, That sales may be made upon credit to specified accounts or customers 
holding and presenting a valid and unexpired Union Oil Company of California 
national credit card or valid and unexpired credit card of companies from time 
to time specifically authorized in writing by Consignor, but only within the credit 
limits and terms of sale as authorized by said credit cards. Consignor may 
revoke such authority at any time. 

If credit sales are made either above the authorized credit limit or not in 
accordance with the authorized terms of sale, Consignee will account to Con- 
signor therefor in cash on demand or Consignor may deduct this amount from 
any commissions, monies or anything of value in its possession belonging to or 
due Consignee. 

Seventh: Consignor may, at its option, withhold commissions, monies or any- 
thing of value in its possession belonging to or due Consignee for the purpose of 
reimbursing itself for any indebtedness due from Consignee. 

Eighth: This agreement will be for term commencing the 

ee ee a day of 

py able and from year to year thereafter until 

cancelled by either party at the end of the initial term or of any subsequent 

eontract year upon at least 30 days written notice to that effect. This agree- 

ment shall cease and terminate upon any termination of Consignee’s right to 
occupy the premises described herein. 

Ninth: In the event of any breach hereof, Consignor may revoke and terminate 
this agreement immediately and thereupon all consigned gasolines shall be re- 
turned to Consignor and all sums due’shall be paid immediately. 


AGILE REE BE FT 
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Tenth: This agreement may not be assigned or transferred by Consignee with- 
out Consignor’s written consent and may not be assigned by operation of law. 

Eleventh: Deliveries hereunder shall be subject to interference or delay re- 
sulting from causes beyond Consignor’s reasonable control. 

Twelfth: This agreement shall terminate and supersede, as of the commence- 
ment date hereof, all prior agreements between the parties covering the sale 
and delivery of gasoline for resale at the place of business above specified. This 
agreement covers all the terms agreed upon by the parties and no employee or 
representative of Consignor has authority to change or modify its terms nor to 
make any statements, representations, promises or agreements not herein 
contained. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be 
executed as of the day and year first above written. 

Union Or, COMPANY OF CALIFORNIA, 


Consignee. 


Mr. Ratu. Mr. Nellis, can you tell me, outside of the fact that we 
elect to nominate the price if we so desire under consignment, and 
pay him a commission, where he is any less independent under that 
than he is under our lease deal, where he hasn’t signed this? 

Mr. Nexis. You just said the biggest “outside” of all time. 

Mr. Ratu. Pardon? 

Mr, Nexis. You just said the biggest “outside” of all time. You 
said outside of the fact that you set the price and tell him what to do. 

Mr. Raru. I could take you right now into Los Angeles—— 

Mr. Nexus. Wait a minute. Let me finish, if you will. 

Mr. Ratu. Could I finish, please? 

Mr. Neus. All right. 

Mr. Ratu. We have told you that we, in that document, exercise 
the right to set the price. I can take you into Los Angeles or other 
cities where they are under consignment, and there are varying prices 
because the dealer and our man have agreed, because he wanted to get 
more with premium or the house brand, and prove that he could, than 
our nominated price, to a higher nominated price, and he is getting a 
higher margin. 

Mr. Netuis. Mr. Rath, the title to the gasoline remains in your 
hands, 

Mr. Ratu. Pardon? 

Mr. Neuuis. The title to the gasoline that this dealer has is in your 
hands. You set the price. Can you sit there and tell me that . is 
independent? I don’t understand that. 

Mr. Raru. Do you consider all commission agents as not having 
any independence? 

Mr. Roosrvert. Wait a minute. I think the committee will just 
decide on its own what it thinks in relation to the testimony. You 
have given us honest answers on it. It is a question, perhaps, of dif- 
ference of opinion. 

Mr. Hosmer. Mr. Chairman, I don’t want the counsel’s remark to 
be interpreted, that as far as I am concerned that this committee is 
unanimous in any respect that this man is or is not independent. He 
signs a contract at which he is going to get a fixed margin of profit on 
a gallon of gasoline. He voluntarily goes into it, and he submits to 
the ascertainment of the retail price by the company. He goes in with 
his eyes open, so I don’t think that the committee should reflect any 
fixed opinion on that. 
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Mr. Roosrvetr. The committee has made no determination of any 
kind. 

Let us go on, however, and ask, if you cancel his consignee’s con- 
tract, does he automatically get a sales and purchase contract? 

Mr. Ratu. We don’t write sales and purchase contracts. 

Mr. Roosevetr. Then he might be out of business. 

Mr. Ratu. No; he wouldn’t be. He would still have a lease. This 
changes no—if he is a lease station, Mr. Roosevelt, this changes no 
conditions of the lease per se other than the pricing and commis- 
sion basis. 

Mr. Roosevett. Are you still required to deliver him the product? 

Mr. Ratu. Pardon? 

Mr. Roosevett. Are you still required to deliver him the product 
under the terms of the lease ? 

Mr. Ratu. There is no exclusive arrangement on this. Our lessee 
could buy other products. There is nothing in our lease which stipu- 
lates that he must buy our gasoline and sell it. 

Mr. Hosmer. No; but will you still sell him the product? That is 
the important thing. 

Mr. Ratu. Oh, yes. 

Mr. Hosmer. You are not consigning it. Now will you sell it to 
him at the tank wagon price ¢ 

Mr. Ratu. We have had a dealer on consignment who said he didn’t 
want to be on consignment, so we took him off, and a couple of months 
later he wanted to be back on, and we put him back on. 

Mr. Hosmer. Do you have a right to sell him gasoline on the tank 
wagon price ? 

Mr. Ratu. Is this in the event you say he cancels his consignment 
agreement? Surely. , 

Mr. Hosmer. Is he out in the cold, or does he actually have an actual 
right to buy gasoline from you and stay in business ? 

Mr. Ratu. He does. We have drawn up a service-station lease with 
a dealer that is going to be effective for a year. There is no purchase 
and sale agreement connected with it. It is not an exclusive dealing 
contract. He doesn’t have to buy our gasoline, although he has leased 
that station for a year. Then, alongside of that, if he agrees to do it, 
we put him on consignment, completely separate document, that obvi- 
ates none of the terms of the original lane It is simply to handle 
the purchase and sale of gasoline on a different basis, put it on a com- 
mission basis. If he goes off consignment, there is no relationship at 
all to his contractual status with us on a lease document. On a pur- 
chase and sale he is a dealer who simply says, “I don’t want to be on 
consignment, I am canceling,” and we say fine and keep selling him 
the gasoline. 

Mr. Roosrverr. Do you have any lessees who sell anybody else’s 
product ? 

Mr. Ratu. No; we don’t, Mr. Roosevelt. They are paying us rental, 
so I assume that is one of the reasons they want to handle our products. 
We advertise that. We think we ought to sell them on the fact that our 
products are the best, and so far we have been successful in doing it. 

Mr. Rooseverr. Are there any cases in the company’s file where 
you have refused to sell a lessee, and he has been unable to pay you 
rent an you have canceled the lease on the ground of nonperform- 
ance ¢ 
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Mr. Ratu. Nonperformance due to nonpayment of rent ! 

Mr. Rooseve.t. Nonperformance because he hasn’t paid you the 
agreed-upon rent. 

Mr. Ratu. Not that I can recall. If he is bankrupt and can’t pay 
for his gasoline—you see, we collect rent at the time we make the 
gasoline delivery. Now, if he can’t pay for the gasoline delivery, 
he is automatically in default in rent, but quite often we will make 
credit arrangements or credit terms with him so that he can make 
it up, but our policy certainly would not be that because he couldn’t 
make payment of a delivery that we automatically cancel the lease. 
He doesn’t even have to—all he has to do is pay the rent, let’s say, 
and he continues in that station for the term of his lease. 

Mr. Roosrvect. I understand the answer to the question to be that 
he always can get his supply from you if he wants it. 

Mr. Ratu. Yes. The consignment agreement has no relationship 
to his basic lease, as I say, other than those two points of purchase 
and sale. 

Mr. Roosevett. But if he is on purchase and sale arrangement, he 
can still get his supply from you if he wants to. 

Mr. Ratu. Or go back on consignment if he elects to do so. 

Mr. Roosevett. All right. 

Mr. Ratu. I would like to read a statement. I know this matter of 
consigned gasoline is of quite a bit of interest to you, and as you know, 
we are one of the leaders out here on the west coast on it, so for the 
record I would like to read some thoughts I put down on it that 
explain our thinking. 

Consignment is our method of protecting our dealers’ profit mar- 
gins during disturbed retail price conditions, at the same time main- 
taining our dealers’ positions as people handling a premium quality 
product. We have not used consignment as a means of unfair com- 

etition, nor has it been used to price any dealer out of any station. 
t has instead been used by us to maintain a competitive relationship 
between our dealers’ prices and those of our competitors. 

We are proud of our retail consignment program which has accom- 
plished the ends outlined above. We have been able to make these 
accomplishments without taking away any of the independence of our 
dealers. Through our consignment program we have established 
and maintained under all conditions the minimum guaranteed mar- 
gins for our dealers that are the best in the industry. It has brought 
our dealers one other substantial benefit also—and I would like to 
point this out strongly—they have available for other uses the invest- 
ment which ctherwise would be in gasoline inventories. This amounts 
to an average of $2,500 per dealer. 

If there is any suspicion or resentment by any dealers or dealer 
groups, it certainly appears that Union Oil Co.’s retail consignment 
program is a greatly misunderstood one. It does not remove any 
aspect of a dealer’s independence other than giving us the right to 
name the dealer’s selling prices. It has not been used to create or 
disturb any retail price situations and instead has, as a matter of fact, 
contributed materially to the economic welfare of our dealers. 

If we were today to withdraw the consignment program as it is 
now set up, we know that such action would be bitterly opposed by our 
dealers. Any problems that are laid at its doorstep—and there were 
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some problems as there are in any new program—have been corrected 
to the point that a survey of our dealers today would reveal that. the 
great majority of them are heartily in favor of consignment. We are 
able to offer the names of hundreds of our dealers who are in favor of 
the program. 

Mr. Roosevenr. Mr. Rath, if we may move on because we have a 
great many other people to hear from, I think you can skip the para- 
graph that deals with the legislation. The committee will understand 
your general opposition is pretty much like the others. 

Mr. Rarn. That’s right. 

Mr. Rooseverr. I think if it is all right with you, we will just allow 
the rest of the statement to be read into the record because we do have 
1 or 2 important questions which are not contained here that we would 
like to ask. 

Mr. Raru. Surely. 

(The statement of Mr. Rath in full is as follows :) 


STATEMENT OF UNION Ort COMPANY OF CALIFORNIA BEFORE SUBCOMMITTEE No. 5 
OF THE SELECT COMMITTEE ON SMALL BUSINESS OF THE UNITED STATES HOUSE 
ov REPRESENTATIVES 

APRIL 23, 1957. 

GENTLEMEN: My name is Robert Rath. I am sales manager—dealer sales for 
Union Oil Company of California. 

This statement is made in response to the chairman’s letter to us of March 29, 
1957, which sets forth certain specific areas of questions. Insofar as this state- 
ment covers information outside of my own responsibilities, it is based upon 
information supplied at my request which I believe to be accurate. 

1. We are asked to submit all contracts which we may have with manufac- 
turers of TBA products. We have no contractual arrangements with any such 
manufacturers. 

Next we are asked what percentage of our overall business is represented by 
TBA. The company’s revenue from TBA Sales is less than 0.2 of 1 percent of the 
company’s total revenue. 

2. We are asked to indicate what specific changes have been made in our 
leases, franchises, agreements, and arrangements with our dealers since 1955. 

The rental clause in our service-station leases has been modified. 

3%. You ask for a list of our various types of dealer agreements and for specific 
information regarding company-operated stations and consignment agreements. 
Dealers in Union Oil products either buy gasoline or take it on consignment. 
Union has no purchase or sale agreement with those who purchase its gasolines, 
With those who handle its gasoline on consignment, Union has consignment agree- 
ments. Copies of Union’s service-station lease form and retail consignment 
agreement have been submitted to this committee. In addition, there is sub- 
mitted herewith a copy of Union’s so-called paint agreement. 

Consignee commissions are discussed later. 

Union has only 20 employee-operated service stations. These are maintained 
for training and experimental purposes. 

4. You asked us to submit a breakdown showing the different types of dealers 
in each State in which we operate. The following is such a breakdown: 





- 
Emplovee Retail Purchase 
operated consignees and sale 


California a el maa | 370 
Oregon.. Ses CSG sn hiren od Lue SEL. SS 140 
We OCR oo eisdni s ops apsrido nests sus wid 36 296 
Nevada.....-..- oi dhatadteseda ; 26 
Arizona. .- Off aN ‘ d = 70 


Total 
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Of the foregoing, the following operated under leases from Union: 


You ask for figures as to whether company-owned or commission stations are 
self-sustaining or subsidized from other profitable operations. Union’s com- 
pany-owned and commission stations are self-sustaining and are not subsidized 
from other operations. 

5. You ask if we buy and sell TBA items to dealers as distinguished from No, 
1, and indicate percentage of dealers handling noncompany THA items. Union 
does not buy and sell TBA items to dealers. 

6. You ask that we state our policy in regard to market prices at the retail 
level. Our policy is to maintain competitive prices. In this connection, Union’s 
Royal 76 customarily commands a premium of an extra cent per gallon. 

You ask what level of margin to the dealer we consider necessary to maintain 
in price-war cases. In the case of dealers taking delivery by truck and trailer 
our policy is to maintain a margin or commission of 6.6 cents and 7.1 cents, 
respectively, on our grades of gasoline. In cases of price wars, we do make 
price concessions to a purchase and sale account. No price concession is neces- 
sary in the case of consignment. 

7. You request our views as to the bills introduced by your chairman on Jan- 
uary 3, and to express our opinions, if any, as to any aspects of the relationship 
between us and our dealers that can be improved by other proposed remedies, 
whether legislative or nonlegislative. In this connection, we are asked to indi- 
cate our belief as to the effects on consumers and retailers of “divorcement” 
and “TBA divorcement,” as well as such effects upon our own company. It is 
our belief that any problems that may exist in the dealer-supplier relationship 
can be resolved without legislative regulation. In January of this year we 
instituted a policy of formal conferences between our management and dealers. 
We are holding approximately 90 of these each month, during which each dealer 
has an opportunity to express himself freely. We believe that through these 
meetings a means is provided by which mutual problems can be made known 
and solutions sought. Admittedly, this program is still in its infancy, but it 
is believed that as it develops it will provide a means of eliminating points of 
difference which may from time to time arise between dealers and ourselves. 

In addition, we conduct formal dealer-training schools, monthly merchandis- 
ing meetings, individual on-the-job training service and merchandising for deal- 
ers and their employees, and in other ways endeavor to assist our dealers in the 
best economic conduct of their business. 

We do not believe that the proposed bills will aid dealers, suppliers, or the 
public. 

8. You ask how we regard competition at the retail level with our own retailers. 
As only 20 of our four-thousand-odd retail outlets are company operated, it is ob- 
vious that they are not intended to be in competition with our own retailers. You 
ask do our lessees lead or follow the market, by which we presume you mean 
“do our dealers lead or follow the market.” 

Union does not regard itself as either a market leader or market follower. 
It does endeavor, so far as competitive conditions permit, to market its products 
= prices which it believes offer a fair return to it and to those who handle 
them. 

9. You ask us to state the number of retail-dealer failures, lease cancellations, 
and terminations for the years 1955 and 1956 and the first quarter of 1957. 

j een for 1955 are not yet available and will be submitted later if 
esired. 

During the year 1956 there were approximately 206 mutual cancellations 
caused by the dealer’s financial difficulties. During the first quarter of 1957 
there were 59 such cancellations. ; 

During the year 1956 there were 559 and during the first quarter of 1957, 140 
mutual cancellations for other than financial difficulties. The reasons for such 
mutual cancellations in the order of their frequency of occurrence were: Other 
business preferences; leased another station, either with Union or competitive; 
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ill health; termination of Union’s lease from station owner; death or moved 
from area ; domestic difficulties ; partnership dissolution. 

During the year 1956 there were 10 lessees whose leases were not renewed. 

During the first quarter of 1957 there were 3 lessees whose leases were not 
renewed. 

10. You ask what our company is doing about obtaining locations along new 
superhighway routes. Our representatives are studying proposed highway routes, 
so that in proper time we may bid for locations along such routes. 

11. You ask that when the price of crude oil was increased in January 1957, 
if our company put into effect a 1-cent-per-gallon increase and, if so, has this 
increase been sustained at the retail level? At that time Union increased its 
tank wagon and normal retail prices by $0.005 per gallon. On the whole, the 
increase has been sustained at the retail level. 

12. You ask if our company offers for sale any automotive equipment not in 
the TBA line. Union does not offer for sale any automotive equipment or TBA 
equipment. 

13. Union belongs to the following jobbers and retail trade associations: 


(a) Spokane Retail Trade Bureau, Spokane, Wash., contribution during 


STIITE oixn Gittins cnieeinsiech-temmmnsts alate agipiiigah ciipdilaatieaci ciate dlilamsanaaet aiaialase mace dee $18 
(b) Pacific Northwest Trade Association, Seattle, Wash., contribution 

@urtiig' 10062000) sii a ble se ee i ae eis 100 
(c) Oil Heat Institute, Seattle, Wash., and Portland, Oreg., contribution 

ari, TI i asin irk imsinaitaed p meviticslnigitindpaseipeeitadansiada alla vebingehbatiiitinen timiaiaien 3, 300 


14. Union is a defendant in a pending antitrust action. The name of the case 
is “United States of America v. Standard Oil Company of California, et al.”, 
civil action No. 11584—C, in the District of Court of the United States for the 
Southern District of California, Central Division. 

Mr. Ratu. Have I answered all your questions on consignment as 
completely as you wait ? 

Mr. Roosrvett. Well, I wouldn’t quite say that, but—— 

Mr. Ratu. I have tried. 

Mr. Roosrvetr. I know you have tried. 

Let me first ask you, you operate your own refineries, I judge. 

Mr. Ratu. Yes, we do. 

Mr. Roosevett. Do you sell from those refineries to any unbranded 
or rebrand dealers? 

Mr. Rarn. Yes. Our confidential schedule shows the names of 
those companies, the refineries, and the jobbers. 

Mr. Roosrvert. It would not be out of order to say that it was a 
substantial portion of your total sales. 

Mr. Ratu. We list 2 years there. In 1956 it ran 1814 percent of 
our total. In 1957, in the first quarter, it was 6 percent of our total 
gasoline. 

Mr. Hosmer. May I ask, those sales to refiners, do you know whether 
that in turn goes to retailers or goes into Government contract com- 
mitments or export or what ? 

Mr. Ratu. We have no way of knowing how much of that gasoline 
goes to commercial accounts, farmers, retailers, or Government. 

Mr. Roosevetr. In other words, they are the wholesale for resale 
again,aren’tthey? Yousell to the—— 

Mr. Ratu. We sell to refiners and jobbers and they in turn would 
have distributors, I presume, who would in turn furnish commercial 
accounts, farms, possibly, or retailers. 

Mr. Roosrveir. You also sell to union brand named nonlessee 
dealers. I think we understand that situation. I will eliminate that 
question. 

As to these people to whom you sell, these nonbrand or rebrand peo- 
ple, do you sell to them on an exclusive basis? 
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Mr. Raru. You mean do we have any one of these on an exclusive 
basis ? 

Mr. Roosrvetr. Yes. 

Mr. Rarn. Not that I know of, Mr. Roosevelt. I don’t handle the 
sales—it is called refinery and jobber sales. I don’t handle it directly. 
My understanding of it is that they are principally spot sales, not 
long-term contracts and no exclusive contracts. 

Mr. Roosevetr. Is there any difference in the quality of the gas that 
you sell to them, th: at you sell through your own brand stations, 
company stations, consignees, or others 

Mr. Ratu. Yes, yes. Noone, tomy knowledge, in the past 10 years 
has ever received our oil 76, our premium grade, on any such arrange- 
ment. In 1956 about 35 percent of our sales of the 1 81% percent were 
our regular grade, but in 1957 only 5 percent of them have been—5 
percent of our 6 percent. In other words, 6 percent of our total motor 
gas sales this year went to the refiners and jobbers and of that 6 percent 
only 5 percent was our regular grade of house brand. That is about 
0.3 of 1 percent. 

Mr. Hosmer. The difference in grade, is that due to the additives? 
And by that I mean was the basic gasoline the same, or was it different 
octane gas and so forth down the line? 

Mr. Ratu. The specifications were completely different. In other 
words, we could talk vapor pressure and talk warmup index and other 
spec ifications such as research and—— 

Mr. Hosmer. Mr. Thompson told us this more his company had 
an awful time trying to run the refineries to get any separation in 
there. Do you have two different refineries you can use or why could 
you people do it and they can’t? 

Mr. Ratu. Well, you see, you take a number of, you might call them, 
raw gasoline stocks. to blend off your finishing stock, so if you have 
sufficient storage for both the raw gasolines and sufficient stor age for 
the end products, you can work up blends of whatever specs you want. 

Mr. Hosmer. In other words, the difference is in the blending and 
not in the refining process itself. Other than that you refine the 
very 

Mr. Raru. You can take a straight cut, too. Basically it is blend- 
ing. I would say that is basically it. I don’t know if you understand 
refining techniques—I certainly don’t—but you do make a bunch of 
different blending stocks, and then you can blend up whatever specs 
you want. 

Mr. Rooseveir. Mr. Steed, did you have a question ? 

Mr. Steep. No. 

Mr. Roosrvetr. Mr. Nellis, I believe you have a specific complaint 
which I think will illustrate, perhaps, some of the questions the com- 
mittee hasinmind. May we run through the specific complaint which 
is an actual case in point ? 

Mr. Nexus. I want to say, Mr. Chairman, that the committee has 
investigated this matter and has the documentary material to sub- 
stantiate the complaint. 

But before I do that, I would like to ask you a question, Mr. Rath, 
very briefly. Would it be possible for any Union Oil consignee to 
refuse to let you set the retail price and then have the consignee agree- 
ment, canceled without having his ground lease canceled at ti} 6 same 
time ? 
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Mr. Rarn. Certainly. 

Mr. Nexus. It would be? 

Mr. Ratu. Yes. 

Mr. Neus. How would that be possible? 

Mr. Rarn. Well, there is no connection between the two. You 
have both our lease, and you have a consignment agreement, and can- 
cellation of the consignment agreement would have no bearing on the 
other. 

Mr. Nexus. Let me ask you this very briefly because I just want 
to get it straight in my mind. If the consignment agreement is 

anceled and he doesn’t immediately sign it on a new basis as a dealer 
and say a week or period of 2 weeks elapses, can he just sit there with- 
out cancellation of the ground lease? 

Mr. Rarn. Oh, surely. I don’t know of any case 

Mr. Netuis. It was my understanding sales purchases are not writ- 
ten agreements anyhow. 

Mr. Rarn. This is just the commission document whereby if he 
likes to go on a consignment basis, we elect to pay him a commission 
for the sale of that, and it has no connection. As I say, we draw the 
same document up, Mr. Nellis. I think I should illustrate it. The 
same consignment document is used for a dealer who owns his own 
grounds and his own facilities as is used for our leased account, where 
we own the complete facilities, so you can see there is no connection 
between the two. 

Mr. Newuis. I wanted to get that straight on the record. 

Now, I want to tell you very briefly about a case that the committee 
has investigated, and I am going to read you the man’s own statement. 

I have been a Union Oil dealer for the past 22 years and own my own service 
station. I feel that I owe it to the rest of the Union Oil dealers on the Pacific 
coast to speak up for them, too. They don’t dare speak their minds or even 
attend the union of service station meetings for fear of losing their dealerships 
within 30 days. For the past year they— 





referring to you— 
have had another scheme. Its sole purpose is to beat the antitrust violations and 
also cheat dealers out of their temperature allowances. 

What is a temperature allowance, do you know ? 

Mr. Ratu. Yes. That is one of the points I have made where we 
have made where we have had some growing pains with consignment. 
Union Oil is one of the companies on the West coast who have cor- 
rected deliveries that are in excess of 5,000 gallons, that are full truck 
and trailer, down to 66°. We might deliver the gasoline at 70°, and 
say it isa load of 6,000 gallons, and we charge for 5,950 gallons, reduc- 
ing to 60°. Now, that has been our practice customarily over a long 
period of time. On consignment we then reached the point where we 
were making deliveries from one of our tanks to another, you might 

say, well, our tanks. In other words, that product remained ours. 
Now, in our normal accounting procedure no correction is made when 
we transfer gasoline. 

I want to point out, before you go any further, that has been one 
of the items in these dealer conferences—and I have talked to 600 
dealers in the last 2 months—that was of quite some concern to them, 
and I isued instructions April 1 restoring temperature adjustments, so 
it is a thing of the past, the problem, : and it resulted from the fact that 
they were sincerely concerned. 1 told them I wanted to wait until 
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I went to the Northwest, because it works the other way there. You 
deliver at 45° and correct up to 60°, but in the Northwest they said it 
was no problem, they balanced off. 

Mr. Neuuis. All I can say in response to that is that this statement 
is dated April 10, and we have a further statement from this man on 
April 19, and this is what he says. This is some 19 days after your 
change. 

Mr. Ratu. He is misinformed. I issued the instructions, and I 
am sure he is getting a temperature correction, Mr. Nellis. 

Mr. Nexuis (reading) : 


The company persuaded most dealers that did not have large enough storage 
(including myself) to spend $1,700 for larger storage tanks so that we could get 
the maximum margin and temperature allowance on 5,000 gallons or more pur- 
chase. When the company started the consignment agreement in December 1955 
they told us that we would pay for the gasoline once a week by pump meters 
and in that way they would be standing the shrinkage. Three months later they 
changed the method of payment to the amount delivered by the tank truck 
and stopped our temperature allowance. The agreement was for 1 year. On 
December 21, 1956, I canceled my consignment agreement and demanded my 
temperature allowance back and the right to own the gasoline in my tanks. 

For 3 weeks they tried to talk me into staying on consignment—telling me 
that I would have to pay 1.6 cents more for the regular gasoline than the other 
dealers who were still on consignment. I bought the gasoline back and paid 
them 1.6 cents more for the regular gasoline than I had been paying. Then I 
told them that I was going to change to another company. The salesman called 
the sales manager, and he told us that the company would refund us the 1.6 
cents at the end of each month. That was 3 months ago—and we haven't 
received a refund yet. 


I am going to give you the name of this dealer, Mr. John Thomas 
Brock, who has been with your company now for 22 years, 432 East 
Ninth Street. 


(The letter referred to is as follows :) 


Aprit 10, 1957. 
Hon. JAMES ROOSEVELT, 
House of Representatives, 
Washington, D. C. 


Dear Mr. ROOSEVELT: I am writing you for your permission to appear before 
your investigating committee in regards to price discrimination and antitrust 
violations by the Union Oil Company of California. 

I have been a Union Oil dealer for the past 22 years and own my own service 
station. Therefore, they cannot pressure me or scare me out of giving you the 
facts. I feel that I owe it to the rest of the Union Oil dealers on the Pacific 
coast to speak up for them, too. They don’t dare speak their minds or even 
attend a service station association meeting (union of service stations) for fear 
of losing their dealerships within 30 days. 

Since early 1953 when the gasoline war started here in Los Angeles, the Union 
Oil Co. has deliberately robbed its own dealers with such schemes as the incentive 
plan, for which I have proof. 

For the past year they have had another scheme. Its sole purpose is to beat 
the antitrust violations and also cheat the dealers out of their temperature 
allowances. It is called the consignment agreement. 

The company persuaded most dealers that did not have large enough storage 
(including myself) to spend $1,700 for larger storage tanks so that we could 
get the maximum margin and temperature allowance on 5,000 gallons or more 
purchase. When the company started the consignment agreement in December 
1955, they told us that we would pay for the gasoline once a week by pump meters 
and, in that way, they would be standing the shrinkage. Three months later 
they changed the method of payment to the amount delivered by the tank truck 
and stopped our temperature allowance. The agreement was for 1 year. On 
December 21, 1956, I canceled my consignment agreement and demanded my 
temperature allowance back and the right to own the gasoline in my tanks. 
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For 3 weeks they tried to talk me into staying on consignment—telling me 
that I would have to pay 1.6 cents more for the regular gasoline than the other 
dealers who were still on consignment. I bought the gasoline back and paid 
them 1.6 cents more for the regular gasoline than I had been paying. Then I 
told them that I was going to change to another company. The salesman called 
the sales manager and he told us that the company would refund us the 1.6 cents 
at the end of each month. That was 8 months ago—and we haven’t received a 
refund yet. 

I told them last week that I was going to take it up with the Government, and 
that it is about time for a law to be enacted putting oil companies under utility 
eontrol. Also, one to make service stations pay income tax on the full margin 
of profit received from their suppliers. This would end all gasoline price wars 
as quickly as the atom bomb ended the war with Japan. This would bring an 
immediate improvement to the economy of the whole Nation. 

I will be glad to fly to Washington immediately, should you need me. 

Sincerely yours, 
Tom Brock. 


APRIL 19, 1957. 


Notes on John Thomas Brock, Union Oil Co. dealer, 482 East Ninth Street, Los 
Angeles, Calif. 
Re proposed testimony (conference with PCM today) 


Mr. Brock’s testimony will cover the following points and will indicate mal- 
practices on the part of the Union Oil Co. in connection with their dealers, 
including others as well as Mr. Brock: 


1. Retail dealer consignment agreement 


Company owns gas in our tanks and pay us a commission. Stopped temperature 
control: $4,600 loss a year to Brock. At end of year (expiration date) Brock 
canceled this consignment agreement with due notice and bought gasoline in the 
tank, paying cash. Necessary to buy 5,000 gallons at a time to get temperature 
control and one-half cent bigger margin. 

Consignment agreement signed for 1-year periods assured him of a commission 
of $0.071 on “Royal 76” (ethyl) and $0.066 on “7600” (regular) gasoline. 

Effect of Brock’s cancellation of agreement: (1) Bought gas in tanks back (for 

2,600). Union raised price. 
2. Price discrimination 

Union raised price of gasoline to 2 cents more than other dealers in sur- 
rounding area. 

Mr. Brock will produce receipts indicating purchase of gasoline on April 12, 
1957, by his station showing a price of 28.8 cents per gallon for high test and 
24.6 cents per gallon for regular. On deliveries made to surrounding stations 
on same date he will show that high test was sold to other dealers at 26.8 
cents per gallon on high test, and 22.3 cents per gallon on regular. 

8. Price war 

A price war was then initiated by Union Oil and their dealers were instructed 
to drop their prices to 33.9 from 35.9 and to 28.9 from 29.9, The nearest Union 
Oil Co. station, about 10 blocks away, was ordered to reduce their price as 
well as Mr. Brock but, because of the difference in the cost of the gasoline to him, 
the Union Co. station could lower its price and still operate with a margin, but 
Mr. Brock could not since he had little or no margin left. 

4. Loss of customers 

The Ziegler Produce Co., of Los Angeles, has been a customer of Mr. Brock 
for the past 20 years. The Union Oil Co. approached them and had them install 
a 7,000-gallon tank at their farm, and make approximately 2 deliveries a year 
to them. Prior to the installation of this tank, Mr. Brock had sold to this 
customer. 

At that time, Union had stopped Brock’s temperature control but, as an 
inducement to Ziegler, he was granted this allowance reducing the price of his 
gasoline. They sold to Ziegler at the same wholesale price that Brock was getting. 
5. Rental allowance f 

Mr. Brock advises that it appears to be a practice of Union Oil Co. to leave 
dealers’ tanks as close to empty as possible at the end of the month since rates 


92285—57—pt. 8——7 








| 
1 
| 
| 
i 
| 


94 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


are based upon gallonage and if they fall below the gallonage of the same month 
of the year before, a special assessment is made against the dealer of 2 cents per 
ee wank will produce a statement for his station reflecting this charge and 
will testify that by protesting he managed to obtain a $120 refund 6 months 
later and that only by threat of dropping Union Oil gasoline and switching to 
another company. 

He is also bringing in a friend who had two stations and had the same difficulty 
with Union. 

PCM. 

Mr. Ratu. Could I get into that and explain? I just happened 
to talk to our territory manager this morning on it. 

Mr. Netuis. Surely. 

Mr. Ratu. As I pointed out, on this purchase-and-sale arrange- 
ment, in the event there is a price war and we make adjustments below 
this normal retail price, we i make up, I think the illustration I gave 
was what, 1.3 cents a gallon. We don’t do it or haven’t been doing it, 
Mr. Nellis, on any regular basis. This fellow is justifiably distur 
and I asked our people why hasn’t he been reimbursed and didn’t get 
an answer, so this morning I was called by the southwest territory 
manager, and he should have his check today. I don’t know; they 
are going to make it up, but, in any event, this is simply a clerical 
oversight. It shouldn’t have happened. He is not going to make 
0.6 cent less by not being on consignment or being on consignment. 

Mr. Netuis. This matter was adjusted this morning, you say? 

Mr. Ratu. I told them to. 

Mr. Roosrvetr. That is the fastest action the committee has ever 
had. 

Mr. Rarn. Well, I think some of the others pointed out that we 
do have people who overlook these things. It is like the temperature 
adjustment. At the time we went on into this consignment, I am 
afraid we hadn't thought it all the way through on that particular 
score, and when we found out it was a legitimate item that disturbed 
the dealers, we corrected it. The meter readings, Mr. Nellis, we 
initially set up that our men read the meters weekly, in order to deter- 
mine the sales and make the collection for the amount sold. We found 
that that was too awkward, and we went on a replacement basis. We 
now deliver, say, 12,000 gallons into the tank, which remains our 
gasoline. When we deliver 6,000 gallons that have been sold, the next 
time, then, he pays for that 6. That puts him on exactly the same 
basis he was under what we used to call the one-delivery basis, which 
is what we used to use as a line of credit. 

Mr. Hosmer. Then you agree he still had a right to be mad at you; 
is that right? 

Mr. Raru. Yes; that is right. We are certainly going to apologize 
to him, because there is no question in our minds that we owe him that 
money. We told him he would get it, and I want to say I regret the 
delay. There shouldn’t have been a delay. 

Mr. Rooseverr. Mr. Rath, I think, in fairness to you, I ought to 

say there will be other complainants coming before the committee 
concerning Union Oil. I hope you will stick around and give them 
the same service. [Laughter.] 

Mr. Ratu. I think in other cases I will have to hear it first. I won't 
be able to anticipate. 
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ith Mr. Roosrvetr. As long as you give it the same consideration, that 
per is all the committee has a right to ask, of course. I would like to just 
ask—you have been very patient, and I think we will excuse you— 
ths what is the reason for the drop from a fairly large amount, let’s say 
to around in excess of 15 percent that was going to the rebrand dealers 
or wholesalers, to below 8 percent ? 
me Mr. Ratu. Prices are too high. They don’t want to buy from us. 
[ Mr. Rooseveir. Your prices are today too high. In other words, 
you don’t really need to sell any gasoline today, so you put the price 
red up. I presume you would lower it if you had to sell it; is that right ? 
Mr. Ratu. I couldn’t tell you that. I know we used to supply some 
product to Hancock, and we don’t any more, and I asked the fellow 
Be who is in charge of direct sale, and he said, well, we raised our price, 
low and they found another source at another price, so they left us, so I 
evn am presuming the drop is as a result of our prices being too high and 
yt, their being able to find a supply at lower price. 
ved, Mr. Roosrverr. Would it be wrong for us to reach the conclusion 
get that because you really don’t need to sell to rebranders, you are selling 
net your output today to your own dealers? 
hey | ° Mr. Raru. That is'a logical assumption; to our dealers or possibly 
ical | government sales, possibly offshore sales. In other words, the sur- 
ake pluses are what are sold to these people. 
‘ Mr. Roosevett. Do you post these prices to the nonbrand dealers ? 
Mr. Raru. I don’t know of any time we have ever had a refinery 
+ — rack price as such. 
vr Mr. Roosrvett. Is there any reason that you know of why that price 
| should not be posted ? 
L Mr. Ratu. Well, yes, I think there is probably a good reason, be- 
ture | cause there is no fixed price in that—it is not the kind of a business 
_ am | where you have a tank-wagon price. It is not a stable market. It 
— | changes from day to day. There are 20 independent refineries, for 
rbed | 


_ example, from which this fellow could make a purchase, if he wanted 
» We | to buy the 


eter- | Mr. Roosevett. In what area are these 20 refineries ? 
= Mr. Ratu. In the area we serve on the west coast. " 
e 





Mr. Roosrverr. The 20 independent refineries on the west coast. 
Could we have a list of those? 

Mr. Rarn. I could submit a list, yes. There is one building in 
Tacoma right now. I saw it a few weeks ago, and I think they have 
been on the increase rather than on the decrease. 

Mr. Roosrvetr. These refineries buy crude from you, not 

Mr. Raru. We sell no crude to any of the independent refiners. We 
are a crude-short company, and we have to purchase crude ourselves 
in substantial amounts in order to keep our refineries busy. 


Would you like me to read off the names of these independents or 
submit it later? 


Mr. Roosevevr. If you will just submit it for the record. 
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(The information requested is as follows :) 


UNION Ot. COMPANY OF CALIFORNIA, 
April 25, 1957. 
Re Los Angeles hearings, April 24, 1957, answers to two questions asked by 
the subcommittee during testimony of R. H. Rath, sales manager, dealer 
sales, Union Oil Company of California. 


Mr. JAMES ROOSEVELT, 

Chairman, Subcommittee No. 5, Select Committee on Small Business, House 
of Representatives of the United States, Courtroom of United States 
Court of Appeals, 16th Floor, Federal Building, Los Angeles, Calif. 

Dear Srr: During the course of the testimony of the undersigned, R. II. Rath, 
sales manager, dealer sales, Union Oil Company of California, two questions 
were asked and I agreed to supply the answers by letter after inquiry. 

Herewith are the questions and answers: 

Question No. 1: What are the names and locations of the independent refineries 
in the Pacific coast marketing area? 

Answer. The following list shows those independent refineries in California 
as far as known to the undersigned : 


Name: Refinery location 
IT a i steals ca he ceteris Bakersfield 
Caminol Co___--_- Rn a ei eee Hanford 
a 8 SDE satin bheoansee e herons Signal Hill 

[Gathinte Reining Co.) poo Long Beach 
Douglas Oil Company of California__._._.._-_.___________ Bakersfield 
Douglas Oil Company of Ca'ifornia___...._-...__..___. Paramount 
ern inl BLGmmeTaes: (ANC 8 en 8 oe ete een Long Beach 
I oh ets baleen emitabietirpenmonaren Do. 
pemerimmenr wpe felt ft i kU. Wilmington 
oa cestombaeanennaione ee 
Hancock Oil Company of California_.__.._._._._.._..-._--. Signal Hill 
Seren ENN RD i ns cect rere Long Beach 
Nr at ce mre eteiipin ehenlm ereee catah Bakersfield 
Newhall Refining Co___________-__ abd aed wdunied ade Newhall 
Palomar Oil & Refining Corp___..-_....-._--__-...- _. Bakersfield 
NE Eh fo Ep carer ieee _....__... Santa Fe Springs 
Secal Oil & Refining Co._..._.______-__...____-_.___.._... Huntington Beach 
I UN FR oes Bakerstield 
Sunset International Petroleum Corp___._-_____--__---.. Torrance 
IR OT neaeaaon. Norwalk 


In addition to the above list, the United States Refining Co. is currently 
building a refinery at Tacoma, Wash., which should be onstream in the very 
near future. We should also like to call attention to the attached news clipping 
outlining the Wilshire Oil Co.’s plans for a refinery in the Hawaiian Islands, 
There have also been recent press releases outlining plans by Cal-Mex Oil & 
Refining Co. for a $27 million refinery in the San Diego area. 

Question No. 2. How does Union Oil Company of California distribute or mer- 
chandise wholesale deliveries of gasoline to unbranded refineries and jobbers 
outside Union’s own distribution system? Is it by posted prices, negotiation, 
or what? 

Answer. (a@) Union makes deliveries of gasoline to unbranded refiners or 
jobbers outside of its own distribution system by: 

1. Pipeline to customer’s storage. 

2. Pipeline to customer’s tanker or barge. 

3. Into customer’s transport truck, into common-carrier trucks or tank car, 
f. o. b. Union’s refinery and/or terminals. 

(b) Prices for delivery under (a@)—1 and 2—are established by negotiation 
for each delivery. Prices for delivery under 3 are either negotiated on the 
basis of a discount off Union’s posted price for 7,600 gasoline or on the basis 
of a firm quotation for spot deliveries; if for continuing deliveries, provision is 
made for subsequent review as necessary. 

We trust that the above sufficiently answers your questions, 

Very truly yours, 
R. H. Ratu, Sales Manager, Dealer Sales. 
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EPCA Acts To Hetp Firm StArt Iste REFINERY 


The Territorial Economic Planning and Coordination Authority’s industrial 
development advisory committee yesterday acted to make it easier for the 
Wilshire Oil Company of California to go ahead with a Hawaiian refinery. 

This was done by the committee’s approval of a grant up to $2,500 for a 
refinery feasibility study to whichever island asks for it. 


Whatever money EPCA puts up for the study is to be matched by the island 
for which the study is to be made. 


And the approval was phrased so the grant could be made to whichever island 
the oil company selects for a site. 


NOT DOUBTED 

That the grant was tied in with Wilshire Oil’s interest in setting up an island 
refinery, though not so expressly worded, wasn’t in doubt. 

Wilshire representatives had explored possible sites on several islands last 
October and it was recently reported that a Wilshire official was due to return 
April 29 to make a final decision on a site for the company’s refinery. 

Maui business executives have shown strong interest in having the refinery 
located at Maalaea, which they say is a natural site for it, despite opposition 
from residents in the area. 

Ray M. Allen, EPCA chairman, told the Kihei Community Association re- 
cently that he had recommended Maui, especially the leeward site, for a 

‘finery. 

. But whether Maui was slated to get the refinery—if Wilshire does go through 
with one—wasn’t a sure thing yet. 

There were indications that Wilshire was also strongly interested in a site on 
Oahu, on Campbell estate land in Ewa. 

Mr. Roosrverr. How do you sell? Do you sell wholesale on con- 
signee method or by direct negotiated purchase or how do you do it? 

“Mr. Ratu. Is this to the refiner ? 

Mr. Rooseve.tr. To these refiners, nonbrand refiners and other 
wholesalers. 

Mr. Ratu. I have not been in that end of the business at all. I 
have been with the company about 22 years, but I have no reason to be 
exposed to that end of the business. 

Mr. Roosevetr. Would you submit that question to the proper 
person in the company and have a written answer submitted / 

Mr. Rarn. Would you repeat that, please? 

Mr. Roosrvert. How do you distribute or merchandise your whole- 
sale deliveries to unbranded or wholesale dealers outside of your own 
distribution system ? 

Mr. Rarn. Surely. I will be very happy to do that. 

Mr. Roosrverr. Thank you, Mr. Rath, ver y much, for your coopera- 
tion and for enlightening the committee. 

Mr. Raru. We will be around, too. 

Mr. Roosrverr. We would appreciate it if you would stay and 
hear the specific complaints when they come up, and if you have any 
statement you want to make or any information you want to give the 
committee, such as you gave us today, it would be very helpful. 

Mr. Ratu. We will be happy to. 

Mr. Havux. One other thing. We had a mixup on the number of 
copies. I was misinformed on it, Mr. Nellis, and I am sure that now 
we have given you 4 or 5 copies. I trust that is enough. 

Mr. Roosrvetr. The committee will next hear from Mr. Port, of 
General Petroleum. Will you come forward, sir? Would you raise 
your right hand, please. \ 
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Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Porr. I do. 


TESTIMONY OF CLYDE W. PORT, DIVISION MANAGER OF THE 
SOUTHWEST DIVISION OF GENERAL PETROLEUM CORP., ACCOM- 
PANIED BY P. E. BERMINGHAM 


Mr. Roosrvetr. The committee has, I believe, your statement. You 

can see what problem we are running into. Do you think it would 

be possible for you to summarize it, run through it, and cut it down 
so we can go on down the list ? 

Mr. Porr. I believe it would be, Congressman Roosevelt. I believe 
it would. 

Mr. Roosrvetr. Thank you very much. 

Mr. Porr. I intended to go through possibly the first 5 or 6 pages 
and then simply ask whether you wanted me to continue or whether 
you wanted to ask questions. Will that be satisfactory / 

Mr. Roosevett. Please proceed. 

Mr. Porr. My name is Clyde W. Port. I am division manager 
of the Southwest Division of General Petroleum Corp. This division 
takes in southern California and the State of Arizona. 

Incidentally, this hearing means a little more to me also than my 
job, because I have lived by ‘this industry for almost my entire business 

career. I have had three different service stations that I leased during 
my formative years in the industry. I have worked for distributors, 
and I have driven a tank truck. I have worked for a rebrander 
and have been in many phases of the industry, so vou are talking about 
my life in this thing. 

Mr. Roosevetr. You had better be careful. You will qualify as an 
expert, and we will ask you some questions. 

Mr. Porr. I doubt that, sir. 

The material that is incorporated in this statement has been collected 
from a number of sources within General Petroleum Corp. in an 
attempt to answer as fully as possible the types of questions that the 
members of this subcommittee have asked in previous sessions in 
Washington, D. C., and in Denver, Colo. I cannot state on the basis 
of my own personal knowledge that all of this information is correet, 
but it has been assembled from sources that are reliable, and I believe 
that it is correct. 

That is to say that I have not personally been able to assemble each 
of the items that are in here. 

My own activities are concerned with the company’s marketing 
operations in the southern California and Arizona area, and I shall 
be glad to try to answer any questions within the sphere of my knowl- 
edge, which are not specifically covered in the material already 
submitted to you. 

Before attempting to set forth in this statement the answers to 
the types of questions previously asked by the committees, I should 
like to discuss briefly some of the things my company has done to 
improve its relationships with its dealers. I do not do this in any 
spirit of claiming particular credit for General Petroleum Corp. I 
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think that what my company is trying to do in this field is fairly 
typical of the present day, forward-looking philosophy of most, if not 
all, supplying oil companies. I sincerely believe that the goal for 
which we are all striving of satisfied, successful dealers can best be 
achieved by the kind of voluntary programs that I will take just a 
moment to describe here. 

To begin with, we have a definite dealer relations policy. We have 
felt that much of it has been understood, parts of it in writing, parts 
of it verbal, throughout the years, but in early 1955 we spelled it out, 
every word of it, in writing. We added to it a little bit later. We 
have twice sent copies of this to each and every one of our dealers. 
Each new dealer gets it when he becomes one of our dealers. You 
have copies of it, and I believe probably have read it. It is patterned 
after a similar policy of our parent company which was described to 
you by Vernon Bellman in a statement which he submitted to your 
committee on April 11 in Washington, D.C. A copy was attached to 
the material that we gave you. Its basic premise 1s that each dealer 
of ours is an independent businessman and should be treated as such. 
This policy statement so far as we are concerned—I work in the field— 
is not just an ivory tower pronouncement. I work at the field level, 
and the unqualified instructions from my management is to see that 
that policy is made effective in our day-to-day operations. I can say 
to you without any reservation that we try sincerely to make that 
policy a living credo of respectability and independence for our deal- 
ers, and I believe we are successfully doing so. I will say on the side 
that it would be almost unbelievable to do business with as many people 
as we do and to end each day with their being all perfectly happy that 
we had just an ideal arrangement. We strive for it, but realities of 
business possibly are that you can’t bat 100 percent. 

I will admit readily that there may be occasions where, because of 
misunderstanding or overzealousness on the part of some of our field 
people, deviations may be made from the standards of our policy. 
Personally, however, in the year that I have occupied this job I have 
not found in the division for which I am responsible any case where 
overzealousness on the part of our people has led to a deviation from 
this policy that we have been able to uncover. However, I will just as 
readily claim that when such deviations are brought to our attention, 
we will take whatever steps are necessary to correct the situation. One 
of the goals set forth in our policy statement is that of providing 
opportunities for full and frank discussions between the company and 
its dealers. 

That is stated in this policy, incidentally, one of the 14 points in 
here, and we state specifically that our district sales manager shall be 
available at any time that a dealer wants to talk to him—anyone beyond 
his contacting representative, in other words. In an attempt to imple- 
ment this policy of maintaining good communication, we put into 
effect early in 1955 a program of dealer panels which has now been 
adopted in 18 out of our 20 sales districts in our 7 States in which we 
operate. We define a dealer panel as a group of from 5 to 7, it says 
here. We have sometimes as high as 15 to 19 dealers meeting at the 
company’s invitation and expense and under the district sales mana- 
ger’s chairmanship or an assistant district manager, to discuss prob- 
lems and opportunities of mutual interest to the dealers and the com- 
pany. These meetings are devoted exclusively to the subjects that 
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the dealers want to talk about. They are not product meetings, they 
are not sales meetings. We bring no subjects tothem. We throw the 
agenda open to the de: uler and say, “What do you fellows want to talk 
about tonight?” That is what we mean by a dealer panel. 

We feel that the time and money that has been spent on dealer panel 
meetings has been well worthwhile in establishing an additional 
avenue of communication with our dealers which improves mutual 
understanding of one another’s problems. We think we have met with 
some measure of success as evidenced by a recent letter from the South- 
ern California Service Stations Association in which the president 
of that association, who also happens to be one of our good dealers, 
said that “the general consensus is that General Petroleum has the 
best dealer- supplier council meetings.” The letter went on to point 
out, however, that our dealers would benefit much more from such 
meetings if those dealers who were not on the panel were notified in 
advance and so on and so on, and we have taken this part of it under 
advisement. 

I would like now to address myself for a moment to some of the 
specific points in which you have expressed an interest. First of all, 
the sales of unbranded gasoline. We sell unbranded gasoline to one 
account only for ultimate distribution to the public through a private 
brand service station operator, and that happens to be here in the 
southern California area. The gasoline so sold differs substantially 
from our branded product. It does not contain the additives that are 
in our branded gasolines. The unbranded regular grade is four num- 
bers lower in octane rating than our branded grade. The unbranded 
premium grade is 114 numbers lower in octane. The volume of gaso- 
line that is sold by us to that account represents a little less than 5 
percent of our total gasoline sales. 

Mr. Roosevett. Mr. Port, could I ask you a question there ? 

Mr. Port. Yes. 

Mr. Roosrvett. Is there any law in the State or any State you know 
of which requires the posting of the octane rating at the pump? 

Mr. Port. Yes, I believe in some States—I believe the State of Okla- 
homa does require such a posting. 

Mr. Roosrvetr. There is no such law ae in California? 

Mr. Port. In the State of California, 1 

Mr. Roosrvetr. Would it not be perh: aps more honest as far as the 
public is concerned to require such a posting in order that the consum- 
ing public might know the grade of gasoline that they were buying 
and be able to judge whether the premium price that they are paying 
for something else was justified or not ? 

Mr. Port. It is a tempting possibility. There are very strong argu- 
ments, I believe, against it because a good engineer and a practical 
engineer as well as a laboratory engineer can be pretty convincing that 
octane number is merely one of the quality points of gasoline. You 
should know sulfur content, you should know gum content, you should 
know the vapor pressure, you should know the vol: atility curve on that 
gasoline. Today you must know something of the blending of that 
gasoline or you don’t get what you pay for, so it is a little doubtful in 
my mind that it would be a step forward, but I will give way that it 
is a debatable question. 
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Mr. Roosrvett, I believe you are going to tell me a little later that 
you believe that the lower price that you get for this is based upon the 
octane rating. 

Mr. Porr. That’s correct. Octane is probably the prime quality 
requirement, and it is one of the things that is the most costly to build 
in the refining process. There are other things costly. It is costly to 

take sulfur and gum out, but octane number is undoubtedly the prime 
quality. 

Mr. Roosrvetr. In the State of California don’t we have a minimum 
quality law ? 

Mr. Porr. Yes, sir. 

Mr. Roosrvert. Is that a standard law in most of the States? 

Mr. Porr. I don’t know, sir, lam sorry. I would imagine it is for 
fire-prevention purposes that you must have. 

Mr. Roosrvert. Is that a satisfactory standard or method of arriving 
at a description of the gasoline ? 

Mr. Port. From my knowledge of it—and I am certainly not an 
engineer nor refining expert, but from my knowledge of it, it has 
worked rather well. It precludes putting on the market a product SO 
inferior that you might have difficulty in burning it, and possibly that 
is as far as a law should go. 

Mr. Streep. Mr. Port, do you think that a consumer who buys non- 
brand gasoline at 2 cents a gallon cheaper than brand gasoline gets his 
money's worth ? 

Mr. Port. Who buys not a major brand at 2 cents cheaper than a 
major brand, is that the question ? 

Mr. Sreep. Assuming a nonbrand gasoline is this cheap type of 
gasoline, does the car owner that uses that get as much for his money 
as the one who buys the better grade gasoline at 2 cents a gallon higher ? 

Mr. Port. I think gasoline is a good deal like most any other com- 
modity. You get t about what you pay for. There are exceptions, but 
you get about w vhat you pay for. 

Mr. Sreep. If this is a fair question, knowing what you do about 
gasoline, its qualities and its performance, if you bought yourself a 
new automobile, would you be willing for nonbrand gasolines to be 
used in its exclusively ¢ 

Mr. Porr. Not without knowing inside something about the quality 
of that gasoline. 

Mr. Roosrvetr. In other words, if you knew it was the same quality 
as the branded gasoline, but under a nonbranded name, you would 
be— 

Mr. Port. I would be very foolish not to save the money, I would 
think. 

Mr. Streep. How is the person not familiar with the gasoline business 
going to know ? 

Mr. Porr. I think very much the same as he does in any other line 
of business. People seem to divide themselves, as nearly as I can figure 
it out, into two categories. There are people in the world who place 
the price of the product above all else, and that is fine. You can make 
money selling to them, but that is one end of the business. There are 
other people who w ant to be sure that they are getting reputable mer- 
chandise, and usually they rely to a considerable extent on the reputa- 
tion of the manufacturer or the reputation of the person who sells that. 
I don’t think gasoline is too different from that. You have to do that 
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if you are buying a suit. You have to do it if you are buying food 
products. You can’t certify to the qualify of it without laboratory 
tests and so on, and I think it is quite similar actually in gasoline. 

Mr. Roosevett. Mr. Port, let us take an example—light bulbs. If 
you started to sell light bulbs without indicating what the wattage 
was on it, you wouldn't get very far with the public, would you—it is 
either a 100-watt bulb or 75 or 60, whatever it might be? Here, how- 
ever, the public doesn’t have any way of knowing the quality of the 

gasoline it is buying, what the octane rating is, if that is the best 
standard. Doesn't it seem reasonable that the public should have the 
ability to have some knowledge as to the quality of the gasoline that 
it is buying? 

Mr. Port. Well, it is a matter of degree. Certainly, today, if you 
were to buy and put in your tank some of the gasoline that is on this 
market here in this area and compare it against—buying one of the 
premiums, let us say—some for sale at some of the very-low-price 
places and compare that, if you have a 1957 automobile, Mr. Roose- 
velt, it wouldn’t take you very many hours or miles to know you had 
a product of a very different quality. 

Mr. Hosmer. Can we say this, Mr. Port: That perhaps the brand 
name of a company with a good reputation is what the purchaser 
regards as a guaranty of quality, whetend he cannot get that same 
guaranty of quality from a private brand? He may or may not 
receive as high a quality product. 

Mr. Port. That is precisely as we analyze it, and our surveys seem 
to reflect. 

Mr. Hosmer. Sometimes he gets the results in his engine. To some 
people those results are of secondary importance to the matter of 
quality. 

Mr. Porr. Right. 

Mr. Hosmer. Or the matter of price, I should say. To other people 
the matter of quality is of prime importance. 

Mr. Roosevert. I still wouldn’t fly in an airplane if the airplane 
company didn’t make awfully sure what the octane rating of that 
gasoline was, would you? But the public running an expensive auto- 
mobile is asked to buy it without any knowledge of that. 

Mr. Netuis. In addition, Mr. Chairman, frequently he buys the same 
product in the so-called nonbranded station as he buys in your station. 

Mr. Porr. Not in the case of our company, sir, because we do not 
sel] the same quality. 

Mr. Neus. There is a different octane, yes; but we have had testi- 
mony where that exists. 

Mr. Roosevetr. I think that is a question for the committee to dis- 
cuss further. Proceed. 

Mr. Hosmer. In other words, you can hardly legislate shoddy goods 
off the market if people insist on buying it. 

Mr. Porr. The gasoline business for as long as I have been in it has 
indicated that somewhere in the area of 20 percent of the buyers buy 
primarily on price, and the other 80 percent seem to want a branded 
product that they feel they can depend on. That is as best I have been 
able to divide it, and it seems to stay about that same percent. 

Mr. Roosevetr. I think what the committee has in mind, and I might 
as well say for benefit of everybody, are certain industries where dis- 
closures have been required and where certain standards are required 
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by inspection. I think, frankly, what was running through the minds 
of the committee is, is this something that perhaps should be given con- 
sideration for the protection of the consuming public, without decid- 
ing whether it should be on the Federal level or State level or what 
level, but I think it is a problem that does concern at least some of 
the members of the committee. 

Mr. Port. Well, you should be rightfully concerned 

Mr. Steep. To establish a prec edent for this, if you will remember 
Congress enacted what they call the wool labeling bill so people would 
have some way of knowing better than their own lodioaaid what 
quantity of wool was in garments offered for sale. 

Mr. Porr. The only conclusion I would say, Mr. Chairman, would 
be that as far as our fan mail indicates—and we get a lot of mail 
from customers—we know of no need for such a thing. I can see no 
crying need on the part of consumers who feel that they are lost in 
a qui ality maze and don’t know where they are, but maybe you have 
a better sense of it and certainly you have a different view than I have, 
I know that. 

Mr. Roosrvert. Won't you proceed ¢ 

Mr. Porr. The volume of gasoline sold by us to this account in 
question represents, as we said, a little less than 5 percent, speaking 
of this one account to whom we sell as a private brand. The price 
we said was lower. We say that the lower price is justified because 
of the difference in quality, and I think it is substantial, you will see, 
and also because of the savings in selling and delivery expense which 
accrues to us. We have no advertising involved with that product 
obviously. Wehave no retail credit costs, which are a very substantial 
and significant cost today in marketing. We don’t have stations to 
paint or anything else, so we have reasons, we feel, very adequate to 
justify a lower buying price. We have one additional arrangement 
with respect to unbranded gasoline which perhaps should be men- 
tioned also, even though it does not involve actual sales. This agree- 
ment is a crude processing contract with a company which delivers 
150,000 barrels of its own crude to us each month for processing. 
We process that quantity of crude, return the finished product to the 
owner of the crude—I have to amend that, immediately, that we buy 
the diesel and the fuel oil, but the gasoline goes back to the one who 
supplies the crude. 

The gasoline is distributed by the owner of the crude through its own 
system of private- brand retailers translated into gasoline at some- 
where around 21% million gallons a month. The quality of this gasoline 
is not comparable to our branded gasoline. It is equivalent quality 
which I described for the rebrander we sell. As to commercial con- 
sumer sales, General Petroleum has about 90 wholesale distributors or 
jobbers, not counting an approximately equal number of fuel-oil re- 
sellers, through whom it sells about 35 percent of its total volume. 
Each distributor buys and resells for his own account and runs his 
own independent business. 

There are some cases in which General Petroleum Corp. will enter 
into direct sales tranactions with commercial consumer accounts lo- 
cated in the territory of one of our distributors. These situations 
usually arise in the cases of so-called national accounts, organizations 
with operations extending over wide areas but which purchase through 
one central office. Similar situations arise in the case of governmental 
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bids. In some cases the prices quoted by General Petroleum are lower 
than the distributor’s laid down cost. Competition forces this result, 
and if we did not quote prices on that basis we would not get the 
business. 

Mr. Roosrveir. May I interrupt you there? I see you read the 
Denver testimony, as you previously indicated, because Mr. Berming- 
ham, I believe was there. 

Mr. Porr. He was, sir. 

Mr. Roosrvetr. I would have to question the statement that— 
competition forces this result, and if we did not quote prices on that basis, we 
would not get the business— 


and also the statement that— 
similar situations will arise in the case of bids to governmental agencies. 


Many of the governmental agency bids are not on a nationwide basis. 
Many of them, as you well know, are on a local basis, and certainly you 
wouldn’t want to tell me that the justification for bidding straight 
from the company was on the basis that this was a national bid because 
it very frequently is not a natural bid. 

Mr. Porr. No, “national accounts” is a bit misleading. The name is 
a bit misleading. We have very large accounts here that operate 
throughout our seven Western States. We have dairy companies 
that have plants at which they take deliveries all over 3 or 4 of these 
States. We have the State of California that takes deliveries all over 
this State, at dozens and dozens of points, and to go into one of these 
large governmental units such as the State—and we have State bid in 
every one of our States—or to go into one of these dairy companies 
that has operations all over the State or a fleet of trucks and start 
negotiating with them at their home office in San Francisco and then 
say, “Wait, we have to go out and talk with our distributors where 
you have plants and see to it we can get agreement from each one,” 
would be a totally impractical arrangement, and we would have no 
fleet business. So now and then, a very small percentage of our busi- 
ness, we are able to acquire at one central headquarters, either govern- 
mental business, such as State, or to acquire a fleet account or to ac- 
quire a dairy account or something like that, and then we go in and 
talk with the distributor, telling of the arrangement we have made, 
and try to mutually work out a deal. 

Mr. Roosevert. Are you saying as a matter of policy this is only 
done under those circumstances and not done where the matter is a 
local matter, where the jobber has a territory ¢ 

Mr. Port. Wherever the jobber can bid on that business, wherever 
our distributor can bid on that business and get it, it is his privilege 
to do so, and we would stay out of the picture entirely. The problem 
comes up when competition forces you to levels that are beyond what 
the jobber can stand within his margins, and then you have the situa- 
tion that the oil company either must just forget ‘about the business 
because the jobber can’t touch it, if it is below ‘what he is earning on 
the product—then we either have to sit back and say we will just let 
our competitors have it, or we have to go to our jobber and say, “Under 
these circumstances do you think we could work out an arrangement 2” 

With our distributors I know of no instance where our distributor 
does not get some commission whenever we take one of those accounts 
in his area which he says he cannot handle. He gets some commission. 
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Mr. Roosrve.t. In other words, if he says he can handle it, you let 
him do it at the risk of losing it. 

Mr. Port. Up to him; absolutely. 

Mr. Roosevert. Full alent made to him each time you make a 
bid ¢ 

Mr. Porr. Yes. I know of no instance where that has not been 
done. I don’t know how we could get along with our distributors 
otherwise. 

Mr. Roosrverr. In Denver some came in with some very specific 
complaints that they were not informed, that they did not participate, 
and that their territory was invaded where they felt they would have 
had an opportunity to get bids except that their supplier came in and 
bid so low it was below any actual cost to them. 

Mr. Porr. I know of no instance in my division where they have 
ever had that kind of a circumstance. Maybe we were fortunate. 

Mr. Nerxis. May I ask one question on that? Mr. Port, in regard 
to the arrangement which you make with your distributor, i is that a 
mutual understanding between you as to the amount of margin that 
you will allow him, where you go direct to a commercial account in his 
territory ¢ 

Mr. Porr. That is what we strive for, Mr. Nellis. I don’t think in 
al] instances our distributor would say that is as much as I would like 
to get out of it. This is the old problem, but where the distributor 
does not carry the credit on the account, where he cannot deliver it 
because it has to be direct truck and trailer deliveries in order to 
qualify for that low price and so on, then we come down usually to 
trying to say what part does he play in the transaction. If he actually 
services that plant and goes out and helps with emergency deliveries, 
he would get more than he would if he simply sits there and gets a com- 
mission on it. We try to make it a mutual matter in all instances be- 
‘ause it is worth doing. 

Mr. Nexus. This committee is very much concerned with small busi- 
ness at these levels of distribution, and although you say it is a very 
minor part of your operation, could it happen that in a given territory 
you would go direct, and in some cases you would cut your distributor 
out of ever ything except that small percentage of margin which you 
allow him ¢ 

Mr. Porr. I can’t conceive it in our seven States with our company 
because the backbone of our distributors’ business is the retailing busi- 
ness. Many of them are in excess of 50 percent in retail. The service 
station is the backbone of their business. The consumer end, if it is 
a major part of their business, will be in an agricultural area. I don’t 
think in our seven States we would ever be likely to get into that situa- 
tion which you describe. 

Beyond this point, gentlemen, I had not intended to read. I would, 
of course, like to have it on the record, and I feel it might be fair in 
the face of others who were given a chance to read it to let me go on 
through, but I know what you are up against, and if you give us a 
chance to answer questions, J think it would be fair to us. 

Mr. Roosrvert. Thank you. I think you have been very fair to the 
committee. 

I would like to draw attention in your statement to the letter you 
received from the dealers’ association, which is certainly complimen- 
tary to you and to the organization. 
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Mr. Porr. Incidentally, you might be interested to know that we 
have within the last 3 years changed our lease policy. We think it 
was forward looking. ‘A little over 2 years ago we moved to a pro- 
gram of 3-year leases. We now have approximately 30 percent of 
those stations where we are landlord on 3-year leases, and the number 
is growing. 

Mr. Roosreveit. That, to us, I think, is very encouraging. Would 
it be proper—because I think I want to try to evaluate ‘the statement 
made by some of the people who have not done that—to say that the 
reason that they don’t do it is because there just isn’t any demand to 
doit. In fact, you heard one of the previous witnesses say that, and it 
has always been my feeling that part of the reason for that is that 
it is not explained to them what some of the advantages of a longer 
lease are. Por i instance, a longer lease not only gives him greater secu- 
rity in his own operation, but it has very material advantages in his 
credit arrangements on other equipment, in his relationship with his 
local banker, for instance, things of that kind, and I think that many 
of these dealers, as has been pointed out, are not very experienced 
businessmen and that it perhaps becomes a duty—if not a duty, at 
least a good thing—for the supplier to draw these things to their atten- 
tion, and where you do it, as eioeiy you have done it, it results in 
a dealer accepting longer term leases. We will be most interested in 
how they work out over a period of time. 

Mr. Porr. There is already ample evidence that the dealer does bet- 
ter long-term planning under a longer term lease than he does under 
short term, but I must agree with the previous statement because we 
went all through it overselves in our dealer-panel meetings and panel, 
and you just do not find a concerted body of opinion among dealers— 
at least we have not found—who say, “The one great thing: we need is 
longer term leases.” Now, the association, that is a different view- 
point, but actually to talk with our own dealers, we did not find it. 
You have put your finger on part of it, Mr. Chairman, in that this 
business is one of the easiest businesses in this country to get into. 
That is how I happened to get into it, because at that time it took only 
$600 in capital to lease my first service station. Therefore, we get 
into this business, many people who are experimenting, who are, for 
the first time, enterpreneurs, or have their first little business of their 
own, and some of them are mighty convincing in selling us that they 
are qualified and want to do it, and maybe I think we should through 
the years do better in eliminating some of them, but the fact remains 
that our business attracts to it many people who are going into business 
for the first time in their life because it requires a small ec: ipital to get 
into a reasonable size business, and that in itself, I think, is some- 
thing that your committee has to keep in the back of all of your de- 
liberations because it changes the whole complexion of our industry. 
It is good in a way because it gives people an opportunity who want 
to have a business of their own to get a business of their own, but 
along with it goes a little different kind of operation than in many 
other businesses. 

Mr. Hosmer. Mr. Port, you have given us a very nice picture here. 
I wonder if you would be as candid in telling us any of the complaints 
you get from your dealers, what they are about. if any. You obviously 
have some. Everybody does. 
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Mr. Porr. If I have painted a picture that all is a bed of roses in 
our company with our industry—— 

Mr. Hosmer. I wasn’t talking about the picture. I was talking 
about the quality of the painting job, very well done. 

Mr. Porr. It would be a mistake because this is a hard, tough, com- 
petitive business. I think it is one of the most competitive businesses 
in the world. It is not a business for anyone who wants to be protected 
from competition. We have other complaints. There is hardly a land- 
lord, I suppose, in this country, who feels that he is getting enough 
rent for what he rents, and there is hardly a tenant who wouldn’t 
want to get it a little bit cheaper, but those are friendly business dis- 
agreements. We are very proud of the fact that so few of them ever 
reach your ears or anyone else’s, which indicates that we finally do 
arrive at some sort of a mutual agreement. But there isn’t a great 
margin of profit in this business, and there is tension, there is tough 
competition at every level. 

Mr. Streep. Mr. Port, don’t you agree, going back to this longer 
term lease, the fact that in the case of your company you give the 
dealer a 60-day cancellation option, whereas you are bound by the 
3-year term, has a lot to do with the fact that more dealers want to go 
into it on a longer lease basis ? 

Mr. Porr. We know very definitely from the reports of our own 
field organization, and I know this first hand, that our leasing ar- 
rangement has attracted to us desirable dealers. We are very happy 
with it. The 60-day cancellation on the part of the dealer is probably 
part of that, that he has that, and on the other hand, we bind ourselves 
for the 3-year term. 

Mr. Roosevetr. Would you feel that there would be anything 
wrong, again going toward the point of disclosure, in having, through 
some means, publication of the different terms, lease deals, that were 
available to dealers by various companies, or would you feel that that 
was a matter of such competitive interest that it should be kept confi- 
dential by the company ¢ 

Mr. Port. I would personally see no reason why it could not be 
publicized. In fact, I think the dealer associations, most of them, 
have it all cataloged. We try to keep real close track of it, with all 
of our competitors. We try to know what kind of lease terms they 
have. 

Mr. Roosevetr. Of course, many of the companies tell us that these 
associations don’t represent but a minority, such a small group of the 
total overall dealer situation, that I think the committee might get 
a feeling that we would like to give some thought to the dealers who 
were not in the association, too; for various reasons, including this 
fairly smal]—— 

Mr. Port. I could see no competitive disadvantage in the term of 
leases being known, but whether the rest of the industry would feel 
the same, I don’t know. 

Mr. Roosrvetr. One last thing. On page 20 where you refer to 432, 
I appreciate the constructive suggestion you have made. Of course, 
the primary reason why that isn’t included in there is that, in normal 
circumstances, the defendants are well able to pay the costs, whereas 
the complainant is not able to pay or at least not as able to pay the cost. 

Mr. Port. We are not facetious in the comment, but it seemed like 
a fair shake either way. 
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Mr. Roosevett. I just want you to know why it wasn’t put in that 

yay. 

Mr. Port. Thank you. 

Mr. Roosrvett. Mr. Nellis. 

Mr. Nexus. Mr. Port, on another subject entirely, do you oe auto- 
motive equipment that you either give or sell to your dealers 

Mr. Port. We are talking now about the equipment which is used 
in a service station. 

Mr. Netuts. Yes. 

Mr. Port. Pumps, paints, highboys, so on. 

Mr. Netiis. Even some for resale, non-TBA items; that is what 
I am talking about. 

Mr. Porr. In those stations where we are landlord we supply all 
except the handtools. We supply the highboys and the hoists and 
oil-storage tanks and island cashboxes and fire extinguishers and all 
of that kind of thing, and our rent, then, to the dealer takes that 
into consideration, that we are renting a fairly complete place of 
business, About all he needs in our particular franchise is to carry in 
his handtools and go to work. We do not sell the handtools to him. 
The practice varies. We had it checked all up and down our coast 
and got a letter off to the National Parts Association. They asked 
us about our practice on it, and we turned out to be a very, very good 
customer, the way it looked to me, but our dealers themselves buy 
their handtools from many different sources, Huddleston Equipment 
Co. locally and whoever happens to be a distributor of handtools. 

Mr. Nexus. Mr. Port, what about the nonlessee dealer; that is, one 
who handles the Socony-Mobil brand? Would you offer him auto- 
motive eequipment at a substantial discount; that is, at a price below 
what he would have to pay if he were dealing with a small-busienss 
man in the jobbing business ? 

Mr. Port. About the only times when we would become involved, 
I think, in the thing that you are talking about might be where we 
loan to an independent dealer, a man who owned his own station, and 
decided to buy products from us, where he wants to modernize or 
something of that kind, and we might sell him, on a conditional sales 
contract, new pumps or something of that kind. In those cases he 
— pay our cost, I believe, today, plus our handling charge, and 

I don’t exactly know what it is, but it is somewhere in excess of 5 
percent plus interest on the conditional sales contract, the amount of it. 

Mr. Neus. But the conditional sales contract would be at cost 
plus the charges, the interest and the carrying charges. 

Mr. Porr. Plus the interest and plus a handling char ge on whatever 
equipment was involved. 

Mr. Neuuis. Doesn’t that make it almost impossible for a small- 
business jobber of automotive equipment to do business with nonlessee 
dealers? 

Mr. Porr. I would certainly think, in our case, that we are not con- 
tributing to giving them very much trouble because it is a pretty 
unusual thing for us to be involved in, in a sale of that kind of equip- 
ment. We work very closely with the suppliers here, Huddleston 
Equipment Co. and several of the others. I know their sales man- 
agers and owners. We work very closely with them. They give us 
suggestions and tips from time to time where there is business they 
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think we can get and we give them, and I can’t conceive in our own 
operations of our handicapping them to any significant degree, but 
possibly it is an industrywide problem. I don’t know, Mr. Nellis. 

Mr. Bermincuam. Could I add a comment on that, Mr. Roosevelt 
Tam Mr. Bermingham. 

Mr. Porr. Counsel for General Petroleum. 

Mr. Bermincuam. I will be glad to be sworn. 

Mr. Roosrvetr. I think we will consider you still sworn from last 
time. 

Mr. Bermincuam. We prepared a statement on this subject, and I 
think the answer to your point is that this material we do sell to non- 
lessee dealers we buy primarily from the small, independent distribu- 
tors and jobbers that you are talking about. 

Mr. Netuis. That would be interesting if that were the fact. I 
would like to know that. ; 

Mr. Bermincuam. We submitted a report to the National Standard 
Parts Association. Here is a copy of our report. You are perfectly 
welcome to have that for your record, if you care to have it. 

Mr. Roosrverr. Without objection, the committee will accept the 
report. 

Mr. Bermincuam. It shows the statement I have just made, that we 
buy most of these things from the small, independent distributors. 

Mr. Porr. That is a rather complete statement for our whole 
coast wise operation. 

Mr. Roosrvett. Without objection, it will be accepted for the record. 

(The report referred to is as follows :) 

Aprit 3, 1957. 
NATIONAL STANDARD PARTS ASSOCIATION, 
Chicago, Ill. 
(Attention: Mr. J. L. Wiggins. ) 

GENTLEMEN: We are sorry that it took such an extended period of time to 

obtain the necessary information requested in your letters addressed to Mr. P. E. 

sermingham and Mr. Robert L. Minckler, dated January 11, 1957. However, we 
are now able to set forth this corporation’s purchasing habits in reference to 
the products sold by your association’s members. 

We have a policy in our Mobil stations that we lease to dealers a service-station 
building and large equipment such as hoists, chairs, stools, desks for the office 
area, and certain oil-dispensing equipment, all of which cost is recovered in our 
rental charges for the premises. We do request of the dealers that they buy 
certain equipment on their own, such as small tools, filing cabinets, padlocks, 
maintenance equipment, battery tools and equipment, general-service hand tools, 
automatic-transmission tools, hydraulic-brake tools, lubrication tools and equip- 
ment, oil-filter service, tire tools and equipment, all of which they either buy on 
their own or we will obtain them for them at retail cost, which is the same cost 
that dealers may obtain equipment from a typical service-station supply company. 

In order to be entirely fair with your comments we investigated four large 
purchasing areas—the Los Angeles area, Oakland area, Seattle area, and the 
Portland area. We discovered that on the primary equipment that we buy and 
install in our units which are leased to dealers we buy the following equipment 
from the following distributors and manufacturers: 

In the Seattle area we buy— 

Highboys: Shields Harper & Co., Seattle 
Hoists: 
Rotary from Shields Harper & Co. 
Globe from Pratto Sales Co., Seattle 
Western from Hallside Machinery Co., Seattle 
Compressors : 
Ingersoll-Rand from branch office of Ingersoll-Rand 
Westinghouse from Hallidie Machinery Co. 
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Lighting fixtures and pump island fixtures from Shields Harper & Co., repre- 
senting Electric Lighting Fixture Co. of Stockton, Calif. 

Lighting fixtures: Nu-Art fixtures, manufactured by Nu-Art Lighting & Fixture 
Co. of Salt Lake, from Stusser Electric Co., Seattle. 

Lighting fixtures: Slimline for stations, purchased from North Coast Electric Co., 
representing Sunbeam Lighting Co. of Los Angeles. 

Lubrication equipment: 

Balcrank from Shields Harper & Co. 
Graco from Hallidie Machinery Co. 
Aro from Pratto Sales Co. 
Hose—Curb pump, air, and grease: 
National from Shields Harper & Co. 
Goodrich from Nebar Supply Co. 
Hewitt from Washington Belting & Rubber Co. 

Fast battery chargers: C & C manufactured by McColpin-Christie Co., purchased 
through Mosey & Mosey, Seattle. 

Air and water wells: 

Croft from Shields Harper & Co., and Pratto Sales Co., Seattle. 
Coxwells from Shields Harper & Co., Pratto Sales Co., and Hallidie 
Machinery Co. 
Pumps—Submerged, remote control: 
Bennett from Pratto Sales Co. 
Gilbareo from Shields Harper & Co. 
Wayne from Hallidie Machinery Co. 

In the Seattle area the small hand tools, water buckets, mops, etc., are pur- 
chased primarily from the local hardware store nearest the station. Some hand 
tools are purchased from Sears, Roebuck & Co. or from local tool jobbers who have 
trucks, carrying a stock with them, calling on the dealers. 

In the Oakland area we buy— 

Hoists: Erie Meter Systems, Inc., and Western Manufacturing Co. 

Hi boys: Erie Meter Systems, Inc., and John Wood Co. 

Service Station Pumps: The Wayne Pump Co., John Wood Co., Erie Meter Sys- 
tems, Inc., and Shields-Harper & Co. 

Air and water wells: Howard Supply Co. and J. P. Cochin Manufacturing Co. 

Battery chargers: Howard Supply Co. 

Lube equipment: Lincoln Engineering Co., Myrick Equipment Co. 

Air compressors: The DeVilbiss Co., Ingersoll-Rand Co., and J. D. Cochin Co. 

Fire extinguishers: Coast Fire Equipment Co., San Francisco. 

Floor safes: Johnson Safety Vault Co., Richmond. 

Underground storage tanks: Perkins Welding Works, Sacramento, Kaiser Steel 
Corp., Napa, Modesto Welding Works, Modesto, and Rheem Manufacturing 
Co., Richmond. 

Miscellaneous service station equipment—alarm systems, swing spouts, air gages, 
air and water hoses, tube test tanks, etc.: Howard Supply Co., Shields-Harper 
& Co., Myrick Equipment Co. 

Island light fixtures: Shields-Harper & Co. and Phillips & Edwards Electric Corp. 
As to the hand tools and other equipment in that area there are so few requests 

made to our contacting representatives that it appears that the entire outside 
purchases of such equipment are made with local supply houses and hardware 
stores. In fact, in this area we do not encourage dealers to purchase through the 
corporation as it makes for more paperwork and necessitates increased costs from 
our standpoint. 

In the Portland area we buy— 

Submerged pumps: 

Wayne—Hallidie Machinery Co. 

Gilbarco—Shields-Harper & Co. 
Tanks: 

Beall Pipe & Tank Co., Portland. 

Cutler Manufacturing Co., Salem. 

MacCulloch & Sons, Portland. 

Hoists: 

Wayne—Hallidie Machinery Co., Portland. 
Rotary—Shields-Harper & Co., Portland. 

Air and water wells: 

Cox—Shields-Harper & Co. 
Croft—Shields-Harper & Co. 
Lube equipment: Lincoln—Lincoln Engineering Company of California. 
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Lighting fixtures: 
Nu-Art—G. E. Supply, Began Equipment Co., and Allison Electric. 
Electric lighting fixtures—Electric Lighting Fixture Co. through Shields- 
Harper & Co. 
Hi boys: 
Erie—Erie Meter Systems, Portland. 
Air Boys—Lincoln Engineering of California and Began Equipment Co. 
Fast battery chargers: McColpin Christie Co. 
Fire extinguishers: Kidde—Huser Sales & Service. 
We have no indication as to the source the dealers in this area use to obtain 
tools for their operation. 
In the Los Angeles area we buy— 
Air compressors: 
Champion—Dawn Associates. 
DeVilbiss—The DeVilbiss Co. 
Ingersoll-Rand—Ingersoll-Rand Co. 
Westinghouse—Huddleston Equipment Co. 
Air and water wells and reels: 
Ace—Ace Hose Reel Co., Ltd. 
Cox—Cox Air Gauge Systems. 
Battery chargers: McColpin-Christie—McColpin-Christie Corp. 
Electrical equipment: 
Gough Industries, Inc. 
Huddleston Equipment Co. 
Shields-Harper & Co. 
Graham Reynolds. 
Fire extinguishers: General Pacific Corp. 
Gasoline pumps and dispensers : 
Bennett—John Wood Co., Bennett Division 
Erie—DBrie Meter Systems 
Gilbarco—Shields-Harper & Co. 
Johnson—Shields-Harper & Co. 
Tokheim—Huddleston Equipment Co. 
Wayne—Wayne Pump Co. 
Hoist: 
Globe—Globe Pacific Hoist Co. 
Joyce—Huddleston Equipment Co. 
Rotary—Shields-Harper & Co. 
Samson—HBrie Meter Systems 
Weaver—Lincoln Engineering 
Western—Huddleston Equipment Co. 
Lubrication equipment : 
Ballerank—Shields-Harper & Co. 
Blackmer—Shields-Harper & Co. 
Erie—Erie Meter Systems 
Graco—Huddleston Equipment Co. 
Lincoln—Lincoln Engineering Co. 
Operating equipment: Shields-Harper & Co. 
Tank fitting: 
Buckeye—Shields-Harper & Co. 
O. P. W.—Dawn Associates 
To further illustrate the diversity of our purchasing pattern, we are listing 
below certain distributors, with the brand names of equipment and supplies 
purchased from each. 
Dawn Associates : 
Champion Air Compressors 
O. P. W. tank fittings 
Gough Industries: 
Electromode heater 
Nu-Art light fixtures 
Stonco wiring troughs and floodlights 
Miscellaneous electric supplies 
Huddleston Equipment Co.: 
Graco lubrication equipment 
Joyce hoists 
Magni-Flood electric supplies 
Tokheim gasoline pumps, dispensers, and turbines 
Western hoists 
Westinghouse air compressors 
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Shields Harper & Co. : 
Ballcrank lubrication equipment 
Blackmer hand rotary pumps 
Boyco sheet metal operating equipment 
3uckeye tank fittings 
Diamond U air gages and water bibbs 
Edelman battery servicing equipment 
Gibarco gasoline pumps, dispensers, and barrel pumps 
Johnson submerged turbines 
Rotary hoists 
Stockton light fixtures 
Thor tools 

In the Los Angeles area we note that dealers in their buying habits for their 
hand tools and other equipment which they purchase will buy from the source 
of supply that offers good service and a good financing plan. Dealers in west 
Los Angeles favor Duncan Hunter for those reasons and in Santa Monica they 
favor the Santa Monica Auto Supply Co. 

Locally, as near as we have been able to determine, the following listed firms 
most likely enjoy the major part of dealer, business : 

Duncan Hunter 

Chanselor & Lyons Co. 
Colyear Motor Sales 
Huddleston Equipment Co. 
Lincoln Engineering Co. 
Santa Monica Auto Supply 
Shields-Harper & Co. 

With respect to hand tools, the major manufacturers, such as Snap-On and 
Plomb, have salesmen who carry a complete line of tools in panel trucks from 
whom the dealers buy as the salesman calls upon them. 

It would appear from our survey in the major areas that we perhaps are one 
of your best customers and that the material that is not purchased from you by 
our corporation as such is purchased by our dealers either from your suppliers 
or from retail outlets. We, therefore, hope that this material will aid you in 
your presentation of your complaint before the United States Department of 
Justice and Federal Trade Commission. 

We know that you will recognize from this that our position in this field is 
better amplified by the aforementioned list of your members from whom we 
purchase than by any statements in your favor as action is much more desira- 
ble by your members than promises. 

Yours very truly, 
, E. E. WINTERS, 
Manager, Retail Merchandising Department. 


Mr. Rooseverr. We want to thank you very much, sir. You have 
been most helpful to the committee. 
(The statement of Mr. Port in full is as follows :) 


STATEMENT SUBMITTED ON BEHALF OF GENERAL PETROLEUM CorP. 


My name is Clyde W. Port. I am division manager of the southwest division 
of General Petroleum Corp. This division takes in southern California and the 
State of Arizona. 

The material that is incorporated in this statement has been collected from a 
number of sources within General Petroleum Corp. in an attempt to answer as 
fully as possible the types of questions that the members of this subcommittee 
have asked in previous sessions in Washington, D. C., and in Denver, Colo. I 
cannot state on the basis of my own personal knowledge that all of this informa- 
tion is correct, but it has been assembled from sources that are reliable, and I 
believe that it is correct. My own activities are concerned with the company’s 
marketing operations and I shall be glad to try to answer any questions within 
the sphere of my knowledge, which are not specifically covered in the material 
submitted. 

Before attempting to set forth in this statement the answers to the types of 
questions previously asked by the committee, I should like to discuss briefly 
some of the things my company has done to improve its relationships with its 
dealers. I do not do this in any spirit of claiming particular credit for General 
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Petroleum Corp. I think that what my company is trying to do in this field 
is fairly typical of the present day, forward-looking philosophy of most, if not 
all, supplying oil companies. I sincerely believe that the goal for which we are 
all striving of satisfied, successful dealers can best be achieved by the kind of 
voluntary programs I describe. 

To begin with, we have a definite dealer relations policy. It is patterned after 
a similar policy of our parent company, Socony Mobil Oil Co., Inc., which was 
described to you by Socony Mobil’s marketing vice president, Mr. V. A. Bellman, 
in a statement submitted to your committee in Washington, D. C., on April 11, 
1957. A copy of that policy statement is attached. Its basic premise is that 
each dealer of ours is an independent businessman and should be treated as such. 
This policy statement is not just an ivory-tower pronouncement. I work at the 
field level and the unqualified instructions from my management are to see to 
it that that policy is made effective in our day-to-day operations. I can say to 
you without any reservations that we try sincerely to make that policy a living 
credo of respectability and independence for our dealers, and I believe we are 
successfully doing so. I will admit readily that there may be occasions when, 
because of misunderstanding or of overzealousness on the part of some of our 
field personnel, deviations may be made from the standards of our policy. How- 
ever, I will just as readily claim that when such deviations are brought to our 
attention, we will take whatever steps are necessary to correct the situation. 

One of the goals set forth in our policy statement is that of providing oppor- 
tunities for full and frank discussions between the company and its dealers. In 
an attempt to implement that particular policy we put into effect early in 1955 
a program of dealer panels which has now been adopted in 18 out of our 20 
sales districts. We define a dealer panel as a group of from 5 to 7 dealers 
meeting at the company’s invitation and expense, and under the district sales 
manager's chairmanship, to discuss problems and opportunities of mutual interest 
to dealers and company. 

We feel that the time and money that have been spent on dealer panel meet- 
ings have been well worth while in establishing an additional avenue of com- 
munication with our dealers which improves mutual understanding of each 
other’s problems. We think we have met with some measure of success, as 
evidenced by a recent letter from the Southern California Service Station As- 
sociation in which the president of that association, who also happens to be 
one of our dealers, said that “the general consensus is that General Petroleum 
has the best dealer-supplier council meetings.” The letter went on to point 
out, however, that our dealers would benefit more from such meetings if those 
dealers who were not on the panel were notified in advance of scheduled meet- 
ings and of the panel members’ names, so that they would have an opportunity 
to submit their problems through such panel members. This suggestion is 
currently receiving our active consideration. 

I should like now to address myself to some of the specific points in which 
this committee has expressed an interest. 


SALES OF UNBRANDED GASOLINE 


General Petroleum Corp. sells unbranded gasoline to one account only for 
ultimate distribution to the public through private brand service station oper- 
ators. The gasoline so sold differs substantially from our own branded products. 
It does not contain the additives that are in our branded gasolines. The 
unbranded regular grade is 4 numbers lower in octane rating than our branded 
grade. The unbranded premium grade is 14% numbers lower in octane rating 
than our branded premium grade. The volume of gasoline that is sold by 
us to the account in question represents approximately 5 percent of our total 
gasoline sales. The price that is realized by us on these sales is lower than 
our posted tank-wagon price for our own branded grades. The lower price 
is justified because of the difference in quality and also because of the savings 
in selling and delivery expenses resulting from the quantities involved. 

General Petroleum Corp. hes an additional arrangement with respect to un- 
branded gasoline which perhaps should be mentioned, even though it does not 
involve actual sales of gasoline. The arrangement is a crude processing contract 
with a company which delivers 150,000 barrels of its own crude oil to us each 
month for processing. We process that quantity of crude and return the 
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finished products to the owner of the crude. These products on a monthly basis 
run as follows: 


NS EE ETE NT , at 42, 000 
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Barrels of gasoline 


The diesel oil and fuel oil are purchased by General Petroleum Corp. The 
gasoline is distributed by the owner of the crude oil through its own system 
of private brand retailers. Translated into gallons, the amount of gasoline 
so distributed is approximately 2,500,000 gallons per month. The quality of 
this gasoline is not comparable to our own branded gasoline. It is of the same 
quality as that referred to above in the case of the private brand account to 
whom sales of unbranded gasoline are made by General Petroleum Corp. 


COMMERCIAL CONSUMER SALES 


General Petroleum Corp. has about 90 wholesale distributors or jobbers (not 
counting an approximately equal number of fuel oil resellers) through whom 
it sells about 35 percent of its total volume. Each distributors buys and resells 
for his own account and runs his own independent business. 

There are some cases in which Generai Petroleum Corp. will enter into direct 
sales transactions with commercial consumers located in the territory of one of 
our distributors. These situations usually arise in the cases of so-called national 
accounts, that is, organizations with operations extending over wide areas but 
which purchase through one central office. Similar situations will arise in the 
ease of bids to governmental agencies. In some of these cases the prices quoted 
by General Petroleum Corp. are lower than the distributor's laid-down cost. 
Competition forces this result and if we did not quote prices on that basis we 
would not get the business. However. we do not fee] that this method of doing 
business with commercial consumers is prejudicial to our distributors. On such 
business our distributors become an essential part of the transaction either in 
making deliveries for us or in performing some other service for which they are 
compensated by us. In other words, the company and its distributor in a par- 
ticular area work as a team for the mutual advantage of both. We know of no 
case where the company has entered into direct business transactions with a com- 
mercial consumer in a distributor’s area without having first discussed the 
transaction with the distributor and having obtained his concurrence with the 
details thereof. 

We understand that this committee has received some complaints with respect 
to competition between supplying companies and their fuel-oil distributors in the 

-*acific Northwest. General Petroleum Corp. does have such distributors in that 
area and it also does a direct fuel-oil business of its own. So far as tank-wagon 
sales are concerned the company is not in that type of heating-oil business. 
There, therefore, is no competition between the company and its fuel-oil distribu- 
tors for that business. We turn all of it over to our distributors. This includes 
all household consumer business and other light heating-oil accounts. With 
respect to heavy fuel oils used by industrial accounts most distributors are not 
equipped to make such sales and deliveries. We do enter into direct transactions 
with such accounts but when we do, it is our policy to do so with the knowledge 
and concurrence of any affected distributor. 

The questions which follow are those that were directed by your committee 
to the companies that attended one of the committee’s Washington, D. C. con- 
ference meetings. Although these questions have not been specifically directed 
to General Petroleum Corp., we assume that the subjects covered thereby are 
those in which the committee is interested and we have therefore attempted to 
answer them from our company’s point of view. 


1. Please submit all contracts you may have with manufacturers of TBA products. 
Indicate whether you deem this submission confidential. What percent of 
your overall business is represented by TBA? 


General Petroleum Corp. does not sell TBA products on a commission basis. 
All TBA items handled by us are bought directly for our own account and are 
resold by us to service station dealers and to distributors. With one exception 
the contracts under which we buy TBA products are made by our parent company, 
Socony Mobil Oil Co., Inc., under which contracts we purchase our requirements. 
We understand that Socony Mobil has already answered this question with 
respect to its contracts. The one exception relates to a contract between us and 
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States Battery, Inc., of Los Angeles, Calif. This contract covers a portion of 
our battery requirements. 

The sales of TBA products by General Petroleum represent 3.6 percent on a 
dollar basis of the corporation’s overall sales. 


2, Please indicate what specific changes you have made in any of your leases, 
franchises, agreements, or arrangements with your dealers since 1955 

Prior to 1955 our lease and contract forms used with our service station dealers 
were generally on a 1-year basis. In 1955 we revised our service station lease 
forms so that they could be used to grant longer terms to our lessee dealers. At 
the same time we adopted a policy of granting 3-year leases to qualified dealers. 
We began taking steps to put that policy into effect in the latter part of 1955 
and in the period of about a year and a half since then we have entered into 
3-year leases with 26.6 percent of our lessee dealers. We are continuing this 
program and expect that the percentage of 3-year leases will increase substan- 
tially. 

As part of the revision with respect to the term of the lease we inserted a 
provision giving the dealer the right to terminate the lease at any time during 
the term on 60 days’ notice to us. Thus, although the company is bound for 
the full term of the lease, the dealer is free to terminate on short notice. 

In the revision of our lease forms we also tried to establish some standards 
for the appearance of the service station premises and of the personnel workinz 
on the premises. To accomplish this purpose we attached to our lease forms a 
seri.s of photographic examples, illustrating standards of maintenance and 
appearance of personnel referred to in the lease. 

Sometimes supplying oil companies are accused of attempting to exercise dic- 
tatorial controls over their dealers with respect to the appearance of service 
station premises, particularly the restrooms. Against the background of criti- 
cism of that sort it is interesting to note a comment that was made in the letter 
of the Southern California Service Station Association, referred to in an earlier 
portion of this statement. That letter was written to General Petroleum Corp. 
by the president of the association following a meeting sponsored by the asso- 
ciation of some General Petroleum Corp. dealers in the southern California 
area. In that letter the president of the association said: 

“It is the consensus of GP dealers present at our meeting that the station 
appearance of each GP dealer's station reflects on all GP dealers and that some 
type of checkoff plan should be in force in each area to aid all dealers. Clean 
restrooms, maintenance of stations, public relations, and courtesy are several 
of the points that all dealers should be reminded of to protect all dealers and to 
elevate dealer prestige.” 


3. Please list the various types of dealer agreements you make. If they in- 
clude company-operated stations and “commission” or “consignment” agree- 
ments, please describe these in detail, indicating the amounts agreed to be 
paid as commissions, and whether you regard these stations as independent 
or company owned 

General Petroleum Corp. has only two types of dealers—lessee dealers anid 
nonlessee dealers. We have no commission or consignment operated stations. 
In our marketing territory, which takes in the 7 Western States, we do operate 
7 stations through company employees. These stations are all located in the 
Los Angeles Basin near the home office of the corporation because of the pur- 
pose for which they are used. One of the seven is our company training station, 
which is used for the purpose of giving our company sales representatives on- 
the-job training. The station is staffed by General Petroleum’s own training 
personnel and trainees. The six other company operated stations are referred 
to as “development stations.” They are in effect laboratories which are used 
by us for the purpose of developing and testing better methods of retail mer- 
chandising. 

So far as our lessee dealers are concerned we have two forms of lease agree- 
ments. One of them is called a service-station lease or sublease (form 5014) 
and the other is called a service-station sublease (form 5011). With all of our 
dealers, both lessee and nonlessee, we enter into the same form of products con- 
tract. This is called General Petroleum Corp. dealer contract (form 5454). 
Copies of these forms have previously been submitted to you. 

The dealer contract covers gasoline only and provides for minimum and 
maximum quantities. The amount that is inserted as the minimum is approxi- 
mately 50 percent of the dealer's estimated requirements. 
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No contractual commitments are made with any of our dealers for any other 
products. 


j. Please submit a breakdown showing the number of different types of dealers 


in each State in which you operate. Figures as to whether company-owned 
or commission stations are self-sustaining or subsidized from other profit- 
able operations are necessary to be shown 


The following is a breakdown showing the number of General Petroleum 
dealers in each State in which the company operates : 


State Lessee Nonlessee | Total 
dealer dealer dealers 
Arizona ; 117 60 | 177 
California 1,113 689 1, 802 
Idaho ah F 42 49 91 
I i itaane rule 10 6 16 
Oregon _- -- ~ 153 98 | 251 
Utah__. 46 None | 46 
Washington -.-.- ‘ 206 127 | 333 


Total So i : 1, 687 1, 029 | 2, 716 
| 


These figures are for our direct operations only and do not include dealers 
handling our products who are supplied by our wholesale distributors. 


5. If you buy and sell TBA to dealers, as distinguished from (1) above, please 
indicate percentage of dealers handling noncompany TBA items. Identify 
these iiems and state their source, if you know 

As pointed out above, General Petroleum Corp. buys TBA products and re- 
sells them to its dealers. Such sales to dealers are not covered by any con- 
tractual commitments. No dealer is under any obligation to buy any of his 

TBA requirements from us. We have no way of knowing what percentage of our 

dealers handle noncompany TBA items. However, it is our belief that practically 

all of them buy some of their TBA requirements from outside sources. There 
are also some of our dealers who do not buy any TBA products from us. 


6. Please state in detail, with examples of actual instances, your policy in regard 
to market prices at the retail level. What level of margin to the dealer do 
you consider necessary to maintain in price-war cases, and do you make 
price concessions in these cases? If so, state your policy in this regard 

General Petroleum Corp. does not operate at the retail level except for a hand- 
ful of company-operated stations which are maintained for training and develop- 
ment purposes. The seven stations operated for this purpose are too few in 
number to have any influence on retail prices even if we wanted to use them for 
that purpose. It is our practice at those stations to post retail prices which 
we believe reflect the general level of prices in the area for competitive gasolines 
of comparable quality. 

We make no attempt to control the retail postings of our service-station dealers. 
They are completely free to establish their own retail prices. However, when 
retail prices in a trading area become depressed to the point that the ability of 
our dealers to compete with other major-brand dealers in the area is adversely 
affected we do grant competitive allowances or assistance, which we call dealer 
aid, in accordance with the following procedure: 

We first attempt to map out as accurately as possible the trading area in which 
depressed prices exist. We then determine by a survey the general level of 
retail prices by major-brand dealers prevailing in the defined area for regular and 
premium grades of gasoline. From the general level of prices so determined 
by our survey we subtract our tank-wagon prices for regular and premium grades 
of gasoline. If the difference on Mobilgas (our regular grade of gasoline) is 
less than a margin of 5 cents per gallon and if the difference on Mobilgas Special 
(our premium grade of gasoline) is less than a margin of 5.5 cents per gallon, 
dealer aid is granted in amounts not in excess of those required to produce such 
margins. When dealer aid is thus granted to any dealer in any trading area, 
it is granted in the same amounts to all of our other dealers in the same area 
whether or not requested by them and regardless of their own retail postings. 

By protecting our dealers on margins of 5 and 5.5 cents per gallon during price- 
war conditions we do not mean to imply that we think such margins are the 
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rT normal or the optimum margins for dealers under all conditions. Retail costs of 

operations will, of course, vary from dealer to dealer and what is an appropriate } 
“3 margin for one dealer may be completely unsatisfactory for another. Our 
“al objective during price-war conditions is to protect our dealers on a minimum ‘ 
t- margin which, on the basis of our observations, will be helpful in seeing them : 


through price-war periods without their becoming insolvent. 
We believe that in the west coast area dealers are better protected by their 
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- suppliers during periods of depressed prices than in other sections of the country. 1 
We know of no major west coast supplier that computes its competitive allow- Hi 

ances to its dealers on a basis of less than a 4.5-cent margin. i 

As pointed out above, the margins that we grant to our dealers during price-war il 

conditions are based on the general level of competitive major-brand prices in Hl 

the area and not on the actual postings of our own dealers. As an illustration i 

77 of the fact that our dealers have complete control over their own retail postings, Ht 
02 even when dealer aid is granted by us, we cite the following example of retail ie 
7 postings by our dealers in the Los Angeles Basin during a period when we Ha 
51 were granting dealer aid in accordance with the procedure outlined above. Hi 
46 During that period 818 of our dealers were receiving dealer aid on Mobilgas 
va Special (our premium grade of gasoline) ; 151, or 18 percent, of those dealers | 
16 posted retail prices for Mobilgas Special above the general market level at which 4) 
they would have been competitive with other dealers. In 1 district in the Los ih 

Angeles Basin out of 172 of our dealers 60, or 34 percent, were pricing Mobilgas | 

rs Special in excess of the figure at which dealer aid to them was computed. i 


7. Please state in detail your views as to the bills introduced by me on January A} 
8é 3, 1957, and express your opinions, if any, as to any aspects of the relation- ie 
fy I ship between you and your dealers that can be improved by other proposed 5 

i remedies, whether legislative or nonlegislative. In this expression, please i 

e- ' indicate your belief as to the effects on consumers and retailers of “divorce- : 

n- ment” and “TBA divorcement,” as well as such effects upon your own 4 

is company. 
aur | The views of General Petroleum Corp. with respect to the bills introduced by ii 
ly Representative Roosevelt on January 3, 1957, are as follows: i 
re ; i 
H. R. 425 ii 

= H. R. 425 is in our opinion objectionable because it attempts to legislate the i 
oe nebulous concept of “good faith” into the relationships between supplying oil | 
Ke companies and retail dealers. The standards of good faith set forth in the bill i 

are necessarily so broadly worded and so vague in their concepts that we fear i 
d- i in many cases suppliers, no matter how sincere and honest their efforts, will i) 
p- i be facing long-drawn-out litigation in proving to the satisfaction of a court that , 
in they have acted in good faith. We do not believe that the relationships between i 
or suppliers and dealers can be improved by this kind of legislation. To the i! 
ch extent that those relationships may need improving worthwhile progress can be i 
es made only by understanding and cooperation between the parties. There is Hy 

ample evidence that such progress is being made. Suppliers are becoming more Hi 
rs. and more aware of the problems of their dealers and most, if not all, of them i 
en are taking concrete steps to help solve those problems. A bill of this sort can i 
of only retard those efforts. ii 
ly Not only do we feel that this bill is unnecessary, but we also think it is i 
er objectionable because it seeks to make a revolutionary change in one of the i 

basie principles that has governed contractual relations from the beginning of i 
ch our common-law system. That principle is that any person can refuse, in the i) 
of absence of contractual commitments, to do business with any other person for i) 
nd any reason or for no reason. Where contractual commitments are involved, we # 
ed have enough laws on the books now to protect injured parties without enacting y 
les H. R. 425. Also, where the alleged unfair advantages complained of are such i 
is things as full-line forcing and exclusive dealing, our present laws are adequate p 
al as indicated by the successful enforcement procedures in the Standard Oil of Hh 
on, California and Richfield cases. This bill seeks to go far beyond present available i 
ch and adequate remedies by making a supplier liable for damages for exercising a 
“a, what has heretofore been the unquestioned right of refusing to renew a contract H 
ea with one of his dealers. We can see no justification for this type of extreme Hi 
Bs. , legislation. | 
ce- i 
he i 
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H. R. 426 


H. R. 426 is the so-called retail divorcement bill. We are opposed to this 
bill for a number of reasons. 

In the first place, we do not believe that any divorcement law can take us back 
to an era in which all retail outlets would be operated by individual entre- 
preneurs. Chain operators in one form or another are here to stay in food 
markets, drugstores, theaters, and other types of activities where multiple out- 
lets present economic advantages. The motion-picture producers were forced 
by antitrust decree to divest themselves of their theater interests, but this did 
not mean that every theater was turned back to an individual operator. 

Many, if not most, theaters today are operated by chain organizations—organi- 
zations that have the strength and financial backing well-capitalized promoters. 

If every supplier holding real-estate interests in retail outlets is compelled to 
dispose of those interests, the likely result will be that chain organizations of 
some type will be created to step in and take over those assets. Perhaps the 
assets will be divided among a number of such organizations but, nevertheless, it 
is unreasonable to suppose that the individual outlets will each end up in individ- 
ual hands. It is far more probable that they will be taken over in sizable 
groups by organizations which will seek to realize the economic advantages of 
large-scale operations. Therefore, it would appear to be a certainty that the 
individual who owns or leases a single service station will not find that any 
divorcement answer to his problems is going to result in all other stations being 
operated by individuals like himself. He should, and we hope will, continue to 
have an important role in the merchandising of petroleum products but it is 
inevitable that he must face the competition of chain operations under any 
divorcement program—just as the individual proprietor of a grocery store, drug- 
store, or motion-picture theater must do. Divorcement would simply transfer 
real-estate interests in retail outlets from supplying companies to chain organi- 
zations, without giving to petroleum marketing the characteristics of individually 
operated outlets. 

There are other effects of divorcement which appear to be harmful. One of 
these arises from the fact that operations in the petroleum industry from well 
to service station are part of a continuous, closely interrelated, and inter- 
dependent program. A company with crude reserves and refining capacity must 
have market outlets on which it can depend with some reasonable degree of 
certainty if it is to operate its producing and refining assets efficiently and 
economically. Short of discontinuing operations, there is no way of backing up 
the output of crude wells or of petroleum refineries for any appreciable length 
of time when demand slips or disappears. It is because of the unending pres- 
sure of production from wells and refineries to find a continuous, smoothly flow- 
ing channel to market that supplying companies have made heavy investments 
in retail stations with the expectation that those stations, operated either by 
their own employees or independent dealers, would constitute reasonably assured 
outlets for their products. If by law this assurance of an even flow of product 
distribution is removed, the disruptions which would follow might well produce 
chaos. Refiners could no longer plan their operations over long periods of time 
based on demands that could be forecast with reasonable accuracy. Without 
such planning we would run the serious risk of living alternately in periods of 
shortages or of oversupply. Either condition is something that retail marketers, 
as well as others, dread. 

Another danger in divorcement lies in the restrictions it will place on all am- 
bitious, energetic, expansion-minded marketers. The proposed divorcement law 
would apply to all petroleum suppliers and not just to the big companies. The 
law would therefore restrict the retail activities of independent jobbers and dis- 
tributors, as well as the major refiners. In addition, the law will not only 
legislate against retail expansion by wholesalers, but it will also apply to whole- 
sale expansion by retailers. Heretofore it has not been unusual, in our free 
competitive economy, for successful retailers to integrate backward by building 
up their own jobbing operations and becoming in effect their own wholesale 
suppliers. This method of economic, efficient expansion would be outlawed by 
the proposed divorcement law, which would prevent suppliers and retailers from 
uniting in common ownership or operation. 

With a law that will prevent jobbers from becoming retailers or retailers from 
becoming jobbers we will have a dangerous pattern established for compelling 
all other operators in the oil business to stay in their own individual segments. 
Laws will be proposed to prevent producers from operating refineries; refiners 
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from owning crude reserves; pipeline, marine and motor transporters from 
having interests in any other branch of the industry, and so on. This could 
lead to similar segmentation in other industries with the result that our free, 
competitive economy as we know it today, with opportunities for expansion 
and growth open to all those with ambition and energy, will become a regi- 
mented system similar to the totalitarian regimes we abhor in other countries. 
These dire forecasts may seem exaggerated and unrealistic, but if they do, it 
is primarily because Americans have successfully resisted the type of authori- 
tarian control exemplified by divorcement proposals and other regulatory 
measures. 

Another unsatisfactory result of a divorcement law will be the limiting effect 
it will have on the sales of the assets of retail outlets by those, who because of 
retirement or otherwise, wish to dispose of such assets. To a successful retailer 
with one or more desirable service stations, the refining companies represent 
the most promising field of possible purchasers. With that field foreclosed by a 
divorcement law prohibiting suppliers from acquiring retail outlets, the in- 
dependent station operator looking for a purchaser may well find his bargaining 
position weakened because of the elimination of a substantial group of possible 
buyers. 

For the resons stated above, it is submitted that divorcement of petroleum 
retailing cannot accomplish what its proponents hope it will, but instead would 
produce many harmful results in the petroleum industry and other branches of 
the economy. 

H. R. 428 


H. R. 428 would prohibit petroleum suppliers from acting as agents for manu- 
facturers of tires, batteries, and accessories or from receiving commissions from 
such manufacturers on sales of such items to retail dealers. General Petroleum 
Corp. does not operate on any such agency basis and receives no commissions 
from TBA manufacturers. Such TBA items as it does handle are purchased 
directly from manufacturers and resold to jobbers and retailers. However, we 
are opposed to any law which attempts to outlaw the practice followed by some 
petroleum suppliers of acting as brokers for TBA manufacturers in return for 
commissions. If there are any abuses in this type of brokerage arrangement, 
our existing laws are adequate to cope with the problem. The Federal Trade 
Commission is currently prosecuting some petroleum suppliers under the Federal 
Trade Commission Act for practices in connection with brokerage transactions 
which the Commission feels constitute unfair methods of doing business. In the 
absence of such abuses, there is nothing wrong, legally or morally, with an 
arrangement by which one company seeks to further the sales of products manu- 
factured by another company in return for a brokerage commission. We fear 
that if we are going to have laws making it illegal to engage in such operations, 
we will be opening the door to all sorts of enactments which will ultimately 
regiment our economy completely. 


H. R. 432 


H. R. 482 would amend the Clayton Act to provide that defendants in antitrust 
actions by private parties for injunctive relief shall be liable to successful plain- 
tiffs for costs and attorneys’ fees. We have no objection to this proposal, 
although it seems to us that it might be fairer to have the statute work both 
ways. If the defendants are successful, shouldn’t the law give them the right 
to recover their costs and attorneys’ fees? 


8. Keeping in mind the specific experience of your company, how do you regard 
competition at the retail level with your own retailers? Do your lessees lead 
or follow the market? 


As previously explained, we do not compete with our service-station dealers 
at the retail level. The only area of such possible competition would be with 
respect to the seven training and development stations operated by company 
employees. However, as we have stated, we post retail prices at those stations 
in accordance with the general competitive major brand level. We do not use 
those stations to attempt to influence the retail postings of our own dealers. 
We do inform our dealers about competitive price conditions in their areas, but 
they are free, so far as we are concerned, to establish their own retail prices. 
Of course, in a highly competitive market they cannot ignore competitive prices. 
We are not able to answer your question as to whether our dealers lead or follow 
the retail market, although it has been our observation that during price-war 
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terminated for one reason or another. 
83 percent, or 384, of those dealers. 
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about 20 or 25 percent. 


who have been with us for specified periods of time. 
were 4,054 General Petroleum dealers of all types including those in distributors’ 
Their periods of service as General Petroleum dealers is shown by the 
following list: 


areas. 





the years 1955, 1956, and the first quarter of 1957 
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conditions our dealers, both lessee and nonlessee, generally have acted defen- 
sively with respect to price cuts by others. 


9. Please state retail dealer failures, lease cancellations, and terminations for 


We do not maintain records on dealer failures, as such. However, during a 


. Income from station inadequate 

. Left to accept better opportunity 

. Hours too long_- 

Disliked station facilities 

. Capital being depleted_ 

. Iliness of dealer 

. Had other conflicting business interests 

. Disliked company policy or procedure 

. Initial capital inadequate - 

. Could not get adequate station help 

. Family quarrels or difficulties__- 

. Quarrels with partner or partnership dissolved 
. Rent considered to be too high 

. Disliked company representative 

. Illness in dealer’s family 

. Dealer left to take competitive station 

. Dealer upgraded to a better station 

. Dealer felt that company representative was too foreeful_ 


. Didn’t follow sound business practices (opinion of company representative) 


. Dealer wanted to retire or take vacation 
. Disliked area in which station was located _ 


2. Home too far from station___- 
3. Company gave up lease or sold property 


. Operated 2 stations—gave one up-- 

. Dealer died 

. Pure paper change, same operator in station 

. Could not get S. & H. trading stamp franchise for station 
. Dealer bought station he was leasing (paper change 

. Inactive partner became active (paper change) 

. Dealer arrested by police 

. Station leased to fleet operator and dealer relocated 


32. State condemned property 
33. Previous dealer became too close competitor 


Total number of mentions_ -- 


recent 12 months’ period we attempted to compile statistics listing the reasons 
for all of the terminations with lessee dealers during that period. 


These sta- 


Number of | 
mentions 
reported 


125 
94 | 


92 
69 
48 
48 


44 


2 | 


eee 


904 


tistics were kept for the period October 1, 1955, through September 30, 1956, 
during which time our business relationships with 462 of our dealers were 

We were able to elicit information from 
To insure objectivity, the information was 
obtained by someone other than the company representative who had previously 
been contacting the dealers for sales purposes. 
by the dealers for the termination of their dealerships is listed below. 
summary the total number of reasons given exceeds the total number of dealers 
because in some cases the dealers gave more than one reason. 
given are listed in the order of the frequency with which they were mentioned 
by dealers: 


A summary of the reasons given 
In this 


The reasons 


Percent 
reasons 
13. 


10. 
10. 
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100 


It is apparent from the above list that many of the reasons for dealer termina- 


tions such as better opportunities elsewhere, transfers to other stations, partner- 
ship splitups, loss of property by condemnation, deaths, illnesses, etc., are situa- 
tions that are normal in any business. 

If we eliminate from the above list terminations that are due to such normal 
conditions, we estimate that our annual rate of lessee dealer turnover would be 
We submit that this is not an unduly high figure for an 
industry as highly competitive as gasoline retailing. 


We also attempted in a recent survey to ascertain the number of our dealers 


As of September 1956 there 
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5 years 10 years 15 years 20 years | Total over 





or over 5 years 
BEE ice pian sede debeunied nena ihdeiatieae 696 220 64 106 1, 086 
: .6 2.6 26.8 


10. Please state what your company is doing about obtaining locations along 
the new superhighway routes 


We assume this question relates to the new Federal highway program. Ob- 
viously that program wili vitally affect many existing service stations and will 
undoubtedly necessitate many relocations. We have no fixed program at the 
moment with respect to the location of any stations along the Federal highway 
system. We do attempt to keep currently informed on Government plans for 
the building of new highways and it will be our policy to locate new stations 
to serve these new highways as they are built over the next 13 years. We intend 
to have such stations operated by independent dealers in accordance with the 
same procedure we are currently using. 


11. When the price of crude oil was increased in January 1957, did your com- 
pany put into effect a 1 cent per gallon increase? If 80, has this increase 
been sustained at the retail level? 

Following the crude-price increase in the early part of January 1957 we ad- 
vanced dealer tank-wagon prices on January 18 by one-half cent per gallon on 
both regular and premium grades of gasoline. This increase was reflected by 
a corresponding increase of one-half cent per gallon in the general level of retail 
prices throughout our marketing area. This increase has generally been main- 
tained at the retail level since that time. 


12. Does your company offer for sale any automotive equipment (those not in 
the TBA line)? If so, please state what these items are, their brands and 
the percentage of dealers handling same 


General Petroleum Corp. sells no automotive equipment. 
13, List the jobbers or retail trade organizations to which your company belongs, 
the dues paid to each and any other financial contributions made to each 


General Petroleum Corp. belongs to the following organizations, to which it 
contributes annually the amounts indicated below: 


1d PERC SUBCAGTICO (06. SCI end tapnininn ws asa w-ebenaen ei aeeeemeeanes $3, 700 
ES Menem Rs Tr li di yee cana a cea me aa eatees a 4, 600 
COE" FOC TEAC AT, TORE Fare Oe RU a mo ccsa p> aes wr erent eensoraie<enws-eonmerepedotiichmnecnce 718 
Heating Oil Dealers Association of Spokane____..----___--_...._______ 787 


14. Is your company a respondent or defendant in any pending FTC or court 
proceeding in which the United States is plaintiff or complainant? If so, 
state the case, court, location, and docket number 


General Petroleum Corp. is a defendant in the antitrust case brought by the 
Department of Justice against the so-called seven west coast major oil com- 
panies. This case is entitled United States v. Standard Oil Company of Cali- 
fornia, et al. and is pending in the United States District Court for the South- 
ern District of California. Its docket number is Civil No. 11584—C. 


A MESSAGE OF IMPORTANCE TO ALL MopinGgaAs DEALERS 
GENERAL PETROLEUM Corp. 
A SOCONY-MOBIL COMPANY 
612 South Flower Street, Los Angeles, Calif. 
TO ALL MOBILGAS DEALERS 
The policies that we businessmen follow in our dealings are so much a part of us 
that very often we feel no urgent reason to put those policies in writing. For 
example, probably very few of you dealers go to the trouble to put in writing the 
policies that you follow in dealing with customers, employees, and suppliers. 


This makes sense. The important thing is for a businessman to develop and 
adopt fair policies and then with consistency, to live up to them. Publishing a 
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statement of those policies is helpful only when there is a need to communicate 
the facts to many people. 

Just as you have sincerely strived to follow practical and fair policies, so have 
we in General Petroleum. Especially important to us is the policy that guides us 
in our relationships with you. 

Much of our dealer-relations policy has long been in writing. Other portions 
have never found their way into a formally written statement that was labeled as 
policy. 

With more dealers to contact and more men doing the contacting, there are 
many advantages to publishing a complete statement of our dealer-relations 
policy. 

We believe in trying to improve constantly our products, our ways of doing 
business, and our relationships with you. In providing you with this complete 
statement of our dealer-relations policy, we have undertaken sincerely to develop 
a guide that we believe will contribute to the best possible long-term relationships. 
You will probably conclude after examining the policy which follows that it was 
worked out carefully and considerately. 

We have attempted to bring complete and adequate understanding of this policy 
to all General Petroleum employees who contact dealers and to all wholesale 
econsignees. They should be in a position to discuss it with you and to amplify 
any points on which you seek additional information. 

Our dealer-relations policy is, in a sense, an expression of our creed for doing 
business with you. We value highly the relationship that we have with you and 
other Mobilgas dealers. We want to maintain that relationship and, wherever 
possible to improve it. 

B. F. Batt. 


DEALER RELATIONS PoLicy, GENERAL PETROLEUM CorP. 


The company has chosen to market the major portion of its automotive 
products through retail dealers including those served by our distributors. Thus, 
the success of its automotive sales efforts depends largely on the success achieved 
by you, the Mobilgas dealer. 

We believe you should know the company’s basic beliefs about working with 
Mobilgas dealers. Fundamental to this entire statement is the recognition that 
any sound business relationship must be based on fair dealing, mutual under- 
standing and respect. 

1. We seek to attract dealers who have an aptitude for retailing, a desire to 
own their own businesses, an interest in their communities, and a reputation 
for reliability and integrity. 

2. In those cases where we lease property to dealers, we offer leases for terms 
as long as 3 years to those dealers who conduct their businesses in a responsible 
fashion, who have demonstrated over a period of time that they will maintain 
or enhance the value of the property, and who are financially sound. 

3. Our goal is for each Mobilgas dealer to be so located that the market from 
which he can naturally draw trade is large enough to give the dealer the oppor- 
tunity to own a profitable retail business. 

4. To compete successfully, the Mobilgas dealer must have up-to-date informa- 
tion on service station selling, management, merchandising, automotive develop- 
ments, and operation methods. We continually train our sales representatives 
to give, when desired by the dealer, counsel and advice on all phases of running 
a service station. To assure that this material and information will be practical, 
we base it on extensive research and testing. 

5. It has been the long-standing policy of the company to offer Mobilgas dealers 
national-brand products which can always be depended on to do the job for 
which they are intended and which are preferably better than, but at least the 
equal of, similar products marketed by our competitors. To support dealers in 
the sale of these products, we conduct a strong nationwide advertising program 
and make available effective point-of-saie material. 

6. In many areas we market our products through a wholesale distributor. We 
make available to our distributors and encourage them to make available to their 
retail dealers the same programs which the company has for dealers it supplies 
and contacts directly. 

7. For the good of all Mobilgas dealers, we point out to each dealer the market- 
ing advantages which will accrue to him if he gives all customers prompt and 
courteous service. Equally important for the same reason, we urge each dealer 
to maintain his station properly, keeping it neat and clean, particularly the rest- 
rooms. 
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8. To help Mobilgas dealers increase their sales and profits, we extend credit to 
thousands of Mobilgas users through our national credit card and credit check 
facilities. 

9. In any period of tight supply, our dealers will receive a fair share of our 
total supplies. 

10. It is our policy to provide the opportunity for full and frank discussions 
hetween the company and Mobilgas dealers. This necessarily is done primarily 
through the salesman in the area, but whenever a dealer wishes to talk with a 
member of management, he is encouraged to do so, and the district manager or a 
member of his staff shall be available for such discussions. 

11. Where we lease stations to dealers, it is our policy to review each lease at 
least 120 days prior to the expiration date. If after this review there appears to 
be any possibility that the company or the dealer may not wish to renew the lease, 
a conference should be arranged among the dealer, the salesman and a member of 
district management to discuss the reasons fully and to see if there is any possi- 
bility of continuing the lease on a mutually satsfactory basis. Such a conference 
should be held at least 90 day prior to the expiration date. 

12. If a dealer leaves a station, our district management will immediately seek 
the opportunity to meet with him for a final discussion of all aspects of his rela- 
tionship with the company. This conference shall be in addition to those confer- 
ences which preceded actual departure. 

13. We recognize that every Mobilgas dealer is an independent businessman 
free to buy and sell our products or others and free to operate his business as he 
deems best, subject only to applicable laws and to the conditions of written 
contracts with us. 

14. Prices in the oil industry are determined by competition. We believe our 
dealers, as independent businessmen in a competitive industry, realize that they 
cannot be guaranteed a net profit; that their net profit depends on operating 
efficiency, sales policies, service to the public, and managerial ability to keep 
expenses within the gross profit which competitive costs and selling prices permit. 
We stand firmly against price-fixing from any source, Government or business, 
because price-fixing is contrary to the competitive system which has given the 
United States the highest standard of living the world has ever known. 


Mr. Rooseveitr. The committee will now hear from Mr. Miller of 
the Richfield Oil Corp. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Minter. I do. 

Mr. Roosrvetr. I guess by this time you are thoroughly familiar 
with the procedure. 

Mr. Minter. Well, I would like to comment on some things. 

We have quite a little different operation than some of the others, 
so it might be of some interest to cover portions of it, if I may do 
that, sir. 

Mr. Roosrvetr. You certainly may. 


TESTIMONY OF GEORGE MILLER, MANAGER OF RETAIL AND TBA 
SALES, RICHFIELD OIL CORP., ACCOMPANIED BY WILLIAM J. 
DeMARTINI, ATTORNEY, LOS ANGELES, CALIF. 


Mr. Miniter. My name is George Miller and I am and for more 
than 16 years last past have been manager of the retail and TBA 
sales departments of Richfield Oil Corp., a fully integrated oil com- 
pany which is engaged in selling and distributing gasoline, lubri- 
cating oils, greases and other petroleum products, and tires, batteries, 
and automotive accessories in the States of California, Oregon, Wash- 
ington, Arizona, Nevada, and Idaho. 

Richfield sells and delivers petroleum products through salaried 
bulk plants and terminals, through bulk plants operated by agents 
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who are compensated on a commission basis and through distributors 
who buy and sell such products. These distributors in some instances 
sell under the brand name Richfield; in other instances, sell under 
Richfield’s Rocket, Rio Grande, and Combat brand names. 

For several years last past it has been Richfield’s policy not to sell 
unbranded gasoline or private brand gasoline. However, Richfield 
has continued to make sales to Parks Oil Co. of Long Beach, Calif., 
which account it acquired 16 years ago. This account sells under its 
own brand names, which are specifically designated by Richfield under 
California law. 

Now I would like to add to this one statement here that in the 
Kefauver hearing in Arizona or Mr. Cronin, of Arizona, testified 
that Richfield gasoline was sold in the Fed-Mart and Fedco outlets 
and also that lube oil was sold in those. I would like to make this 
comment now—it may come up later with some of your other wit- 
nesses—that we do not nor have we furnished any Fed-Mart gasoline 
or any Fedco gasoline or any other similar type ‘of sales outlet. 

Mr. Roosrverr. Mr. Miller, just to correct the record, did you 
mean the Kefauver hearing? 

Mr. Mitier. This was one Mr. Cronin testified in Arizona, from 
Arizona. 

Mr. Roosrvetr. Before the antimonopoly 

Mr. Mirier. He just testified that Richfield gasoline had gone into 
these channels, and I wanted to clear it up because somebody may 
bring it up later here. The lube oil is a question we don’t know about. 
It is not through normal channels, and we are tracing this out now, 
and if it becomes in issue, we will be glad to supply a reply to that. 
I want to put this in here at this time because you may hear from 
somebody who may say that. 

Mr. Roosrvert. Mr. Nellis has a question. 

Mr. Netuis. I notice you mention Richfield’s Rocket and Rio 
Grande brand names. Are those products not sold to the so-called 
nonbrand or rebrand gasoline stations by Armor Distributing Co. ? 

Mr. Minter. They are sold to branded stations, restricted to 
branded stations, only under Rocket brand or under Rio Grande 
brand as far as Armor’s purchase are concerned. 

Mr. Netuis. In other words Armor is your distributor in San Diego, 
as I understand it? . 

Mr. Miuter. For Rocket and Rio Grande products. 

Mr. Nexus. Is there any difference between Rocket, Rio Grande, 
and Richfield gas? 

Mr. Miuurr. So far as the gasolines are concerned ? 

Mr. Newuis. Yes, sir. 

Mr. Mutter. No. 

Mr. Netuis. I wanted to make that clear because your statement 
says you merely sell to Parks, you have had them for 16 years—— 

Mr. Mitirr. The clarification there being that these other brands 
are owned, controlled, registered, trademar k brands, and that Parks 
is one account who is a nonbranded account that we have been selling 
for 16 years. We sell no other accounts unbranded gasoline. 

Mr. Roosrverr. Mr. Miller, you also point out that this is done 
under California law? As I understand it, the California law re- 
quires that when you sell to a distributor, you must resell to that 
distributor the brand that you are selling to him; is that correct ? 
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Mr. Mitier. I am not entirely familiar with that myself. I can 
ask our counsel to reply to that if you would like an answer on it. 

Mr. Roosrvett. I want to get clear on it for a very important reason. 
If there was a purpose of protection that justified the California law, 
which you refer to in your statement, my question would be, Why 
isn’t the consumer entitled to the protection that has been provided 
the distributor ? 

Mr. Miuurr. Well, I think this has reference to the point that this 
rebrander is entitled to rebrand only to his own bands, two brands of 
gasoline, not permitted to resell. 

Mr. Roosrvert. Would you say that again? 

Mr. Murr. That this rebrand gasoline, which goes to Parks, is 
sold at retail by Parks in his own service stations under his own brands 


and is not for the purpose of reselling to anyone else or for any further 
rebranding. 


Mr. Hosmer. Is your attorney here? 

Mr. Miuier. Yes. 

Mr. Hosmer. Did he help you write this statement and include the 
sentence, “This can’t sell under its own brand names, which are specifi- 
cally designated by Richfield under California law” ? 

Mr. DeMarrrti. Yes. Shall I be sworn in? 

I am William J. DeMartini, and I am counsel for Richfield Oil 
Corp. 

9 Roosrvett. Do you solemnly swear that the testimony you are 
about to give before this committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. DeMarrint. I do. 

Mr. Hosmer. Will you tell us what that sentence means ? 

Mr. DeMartrnt. Yes. Under the California Oil and Gas Substitu- 
tion Act, if you sell gasoline to someone who is not going to sell it under 
your own brand name—that is, Richfield gasoline, we sell it to Parks, 
and he is going to sell it under the Parks name—under the law we 
have to permit him to rebrand and designate the rebrands which he 
would use. In other words, it is his own brand. It is called Parks 
gasoline, but under the 

Mr. Roosrvert. Would you have to agree that he can call it 
Parks—— 

Mr. DeMarrint. That is correct. 

Mr. Neus. And write him a letter to that effect ? 

Mr. DeMartini. That is correct, and that letter is on file with the 
State. 

Mr. Roosrvet. The theory of the law, I presume, is that the public 
is protected because you are standing behind the product which you 
originally produced. 

Mr. DeMartrnt. I assume that is true, sir. 

Mr. Roosrverr. Why isn’t the public then entitled to know that? 
In other words, why isn’t Parks required to make that known to the 
public, that this is a Richfield product ? 

Mr. DeMartint. You will forgive me, I can’t answer the theory of 
the law. There is no such requirement in the law that Parks has to 
indicate that it is Richfield gasoline, although he no doubt tells his 
customers that it is. 

Mr. Roosrvett. I don’t think he does tell his customers that. 
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Mr. DeMarrtrnt. He should because they want to have first-brand 
gasoline, and they would be more than willing to indicate that it was 
Richfield 

Mr. Roosrvett. Does Parks buy exclusively from you? 

Mr. DeMarini. Substantially from us, I would say. 

Mr. Roosrvett. That is what I am getting at. In other words, if 
he buys exclusively from you, that is one thing. But if he doesn’t buy 
exclusively from you, then it would become very important to the 

ublic to know whether he was actually buying Richfield gas or buying 
a somebody else. 

Mr, DeMarttnt. I may say this, If he does not buy exclusively from 
us, the gasoline that he buys from others is not sold under that brand 
name. Let me put it that way. 

Mr. Hosmer. It being sold as Parks gasoline. 

Mr. DeMartrint. Yes; that is correct. 

Mr. Hosmer. They are buying Parks gasoline. 

Mr. DeMartint. That’s right. 

Mr. Hosmer. And they are getting their tickets on Cadillacs and 
so forth when they do it. 

Mr. DeMarrint. Right. 

Mr. Roosevetr. Your gasoline is also being sold as Parks gasoline? 

Mr. DeMartini. Richfield gasoline is being sold as Parks gasoline; 
that is true, but no one else’s gasoline is being sold under those brand 
names that Richfield’s gasoline is selling under. If Parks has another 

ump and calls it X gasoline, not one of the brand names we have 
oat designated, he may be selling somebody else’s gasoline; we don’t 
know. I don’t believe that is the case, but he could have what may be 
the equivalent of a split-pump station. In other words, he might be 
buying something from GP and selling it under Parks GP. 

Mr. Roosevett. If he sells something as Parks gasoline, it must be 
a Richfield gas. 

Mr. DeMartini. That’s correct. 

Mr. Sreep. Parks is to sell all the gasoline he buys from you 
under these designated brands filed with the State ? 

Mr. DeMartint. That’s correct. 

Mr. Roosevett. Would you proceed, sir? 

Mr. Mitter. Sales and deliveries to retail service stations are made 
from Richfield salaried bulk plants and terminals, from Richfield’s 
commisison bulk plants, and by the above-mentioned distributors. 

In addition to the sales to distributors above described, Richfield 
sells gasoline and other petroleum products to refiners who in turn 
sell to retailers under their own brand names. 

Mr. Roosrvetr. Will you stop there? 

Mr. Miter. Yes, sir. 

Mr. Roosevert. Are these refiners precluded from selling under 
their own brand names from other sources? In other words, I am 
coming back to the same Parks situation. If they buy from you and 
sell under their brand name, are they restricted from using that brand 
name if they buy from any other refiner or any other supplier? 

Mr. DeMartint. No; I would say not. 

Mr. Roosevett. So, in this instance, the public is not protected, 
whereas under the Parks instance it was pretty well protected. 

Mr. DeMartint. That’s correct. 
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Mr. Miter. Richfield buys and sells to appointed TBA distributors 
tires, batteries, accessories, and automotive equipment. Except for a 
small proportion of its total sales of TBA, Richfield does not store or 
warehouse these articles, and when they are purchased by Richfield 
from the manufacturers thereof they are shipped direct to Richfield 
TBA distributors. These Richfield TBA distributors are required 
by oral agreement and understanding to solicit the sale of these prod- 
ucts to and to service Richfield dealers within assigned territories, 
but they are by no means restricted to the selling of such articles to 
Richfield service stations, and experience shows that approximately 
30 percent of their sales are to competitive service stations. In addition 
to the TBA articles purchased from Richfield, these TBA distributors 
also handle TBA merchandise which they buy direct from manufac- 
turers or vendors thereof and on which Richfield realizes no profit. 
Richfield dealers are not obligated by agreement, either express or im- 
plied, to purchase their TBA requirements from these distributors or to 
purchase any brand or line of TBA merchandise. Neither do Rich- 
field salesmen sell TBA articles direct to Richfield dealers. In fact, 
Richfield salesmen are not allowed to take a TBA order from a Rich- 
field dealer. Furthermore, all brands of TBA merchandise, whether 
handled by Richfield TBA distributors or otherwise, may be sold by 

tichfild dealers on Richfield’s credit under Richfield’s credit-card 
system. Accordingly, a Richfield dealer may sell a Standard Oil Co. or 
a Shell Oil Co. or an X manufacturing company TBA product on Rich- 
field credit. 

The foregoing constitutes a general statement of Richfield’s sales 
operations and, since I understand that this hearing is primarily di- 
rected toward a study of the retail market and the business of gasoline 
service-station dealers, the balance of my remarks will be limited to 
this subject and to answer to questions which the committee has spe- 
cifically propounded. 

Prior to October 1952, Richfield leased the stations owned or con- 
trolled by it by lease to service-station dealers under an indenture 
which provided for cancellation by either party by a 24-hour notice 
in writing. These are referred to as lessee-operator dealers. Richfield 
admittedly controlled these lessee-operator dealers and required them 
to buy its gasoline and lubricating oils exclusively. With respect. to 
TBA, Richfield’s credit-cary system limited sales on Richfield credit 
to approved and sponsored TBA items. Prior to October of 1952, 
Richfield executed sales contracts with service-station dealers owning 
or controlling their own stations which obligated these dealers to pur- 
chase from. Richfield a substantial portion of their requirements of 
gasoline, lubricating oils, and greases. These are referred to as con- 
tracted dealers. 

In October of 1952, Richfield completely revised its marketing policy 
with respect to both types of service-station dealers. Under this new 
policy, Richfield stations are leased to lessee-operator dealers for a 
firm 1-year period subject to cancellation by the dealer at any time. 
with or without cause, by means of a 7-day written notice. Richfield 
retains no such arbitrary cancellation privilege for its own benefit. 
Concurrently with the signing of such a lease, Richfield executes a 
products agreement form 333, which is a means of determining price 
only and which requires the dealer to purchase only such quantities of 
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Richfield products as he desires. No other agreement, express or im- 
plied, is made with the lessee-operator dealer except notes, mortgages, 
and conditional-sales contracts executed in connection with the financ- 
ing of these dealers. In 80 percent of all lessee-operator deals, Rich- 
field finances the dealer’s initial operations in part. This financing 
generally extends from 50 to 100 percent of the money required by the 
dealer to commence business. In October of 1953, Richfield instituted 
a policy under which 3-year leases are granted to lessee-operator deal- 
ers who have completed a 2-year leasehold tenure. As of December 31, 
1956, 40 percent of all lessee-operator dealers held 3-year leases. 

Also, effective as of October 1952, Richfield adopted a policy of 
executing with its contracted dealers the aforesaid products agree- 
ment form 333. No other agreements, express or implied, except these 
relating to loans of money or the sale of equipment, is entered into. 
Under this revised policy, the stations of such dealers are painted at 
Richfield’s cost with no obligation of reimbursement by the dealer. 
Notes, mortgages, and conditional-sales contracts contain no provi- 
sions permitting acceleration of payment in the event the dealer ceases 
handling Richfield products. 

Prior to October of 1952 Richfield restricted sales of TBA articles 
on credit under its credit-card system to approved or sponsored ar- 
ticles. On October 1, 1952, these restrictions were removed so that 
dealers may now sell any brand TBA under Richfield’s credit. This 
was a drastic step to take but Richfield’s primary interest was to see 
that Richfield dealers stocked and sold TBA merchandise for 2 rea- 
sons: (1) a successful service station must keep in stock an adequate 
supply of TBA articles for the convenience of its customers; and (2) a 
service station to be financially successful must sell a sufficient quantity 
of TBA articles. Onan average TBA sales represent about one-third 
of the profit of a dealer. 

A brief comment on dealer turnover may be of interest to the com- 
mittee. As to contracted dealer stations, notwithstanding the com- 
plete absence of contractual commitment of painting obligations and 
of the privilege of acceleration of payment under financial transac- 
tions, these dealers change to new suppliers infrequently. Over 38 
percent have handled Richfield products for a period in excess of 5 
years. 

Of the lessee-operator dealers the 40 percent who hold 3-year leases 
have, of course, been with Richfield for a period in excess of 2 years. 
At first blush it may appear that the turnover in the 60 percent of the 
stations which are covered by leases of terms of less than 3 years’ 
duration is excessively high. However, statistics will dissipate any 
false impression with respect to dealer turnover. 

There were on December 31, 1956, 1,538 lessee-operator stations; 
917 of these had 1-year leases, and 621 had 3-year leases. Of the 917 
who held 1-year leases, an examination of our files and records has 
revealed the following, which for comparative purposes should be 
subtracted from the 917 figure. 

Mr. Roosevetr. Could I interrupt you there for a minute? 

Mr. Mirazer. Yes, sir. 

Mr. Roosrverr. How do you decide when a dealer can have a 3- 
year lease? 

Mr. Miter. When he has served two 1-year terms. 

Mr. Roosevett. At his option ? 
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Mr. Mixxer. If he is eligible and if we agree on his competency, 
he will receive a 3-year lease. 

Mr. Roosrvert. How many of those take a 3-year lease? 

Mr. Miter. Most of them do. We find this, as compared to some 
of the other comments today, the old-time dealers, fellows with us 
15, 20 years, are not particularly concerned with a long-term lease. 
They have been with us long enough; they have some respect for the 
company. But we offer it to them, and they will take it. The old- 
timers don’t worry about it at all. 

Mr. Roosevetr. Is that possibly because they are in the better loca- 
tions and it doesn’t mean so much to them ? 

Mr. Mixxer. No; I think it is more to do with their experience 
with the company, years of service they have had, and association 
with the company, that they have a little more confidence, perhaps. 

Mr. Hosmer. Is the lessee obligated to the 3-year term ? 

Mr. Mruter. He is on 7-day notice. 

Mr. Roosrvett. From the company ? 

Mr. Mier. No. 

Mr. Roosrvetr. To the company ? 

Mr. Miturr. No cancellation whatsoever by the company, but the 
dealer may cancel at any time with or without cause on 7 days’ 
notice. 

Mr. Hosmer. What do you figure it costs you to change dealers ? 

Mr. Mitier. Oh, a thousand, $1,200; out-of-pocket expense that is. 
So the ones that weren’t eligible for 3-year leases are the dealers open- 
ing new stations in 1955 and 1956, which were 198. Then there were 
stations on which Richfield’s leased a tenure of less than 3 years, and 
we couldn’t give them a lease because of that, 49 of those. We had 
70 of these stations with leases with flat or subnormal rentals which 
by policy are leased for a term of 1 year only. 

The total of the stations falling in the aforesaid three categories 
is 317 which reduces the 917 figure to 600. Some of the 119 falling 
into class 2 and 3 above would, under normal conditions, be added 
to the 621 figure. As a consequence, in excess of 50 percent rather 
than 40 percent fall into the 3-year leasehold category if figured that 
way. 

During the calendar year 1956, there was a dealer turnover in the 
1,538 lessee-operator stations of 481, a percentage of 30.6 percent. 

If you want to go through all these reasons, we can do so. Point 
No. 1 is no termination by Richfield. 

Mr. Roosrvett. I think we will let the record stand. 

Mr. Miuirr. Fine. I might point out one more thing. When we 
get down and take out all the situations except business failure—and 

that represents a net of about 3 percent of the dealers, of the dealer 
turnover, were caused by financial failure—I think that is an impor- 
tant point for you to remember. 

The next part is that you were interested in Denver, at least, in 
the hearing, reports we had of the margin, level of margin, dealers 
needed ; and if you would like to go through that, we can do that. If 
not, it is in the record as written. 

Mr. Roosrverr. I am just interested in why your company reduces 
the necessary dealer margin to 414 cents a gallon, whereas so much 
of the testimony today has been that it was necessary to keep the 
margin at around 6. 
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Mr. Mitirr. We look at the normal margin as 6 cents, but in de- 
pressed periods we take 75 percent of the drop in price. 

Mr. Roosrvetr. But Standard Oil, for instance 

Mr. Streep. I think maybe I can ask a question right on this. 

Mr. Roosevetr. Mr. Steed. 

Mr. Streep. You are talking in terms of after rent, and I think—— 

Mr. Mitier. No; that is the dealer’s margin. 

Mr. Steep. The rent doesn’t come out of the 414 cents. 

Mr. Miturr. That is the bottom the dealer gets. He will never get 
less than that. 

Mr. Roostvett. The rent has to come out of that. 

Mr. Miter. That is when it gets down to tank wagon. He doesn’t 
reach that point on that margin until he gets down to tank wagon, 
and I think if you have the comparable dealer-aid programs of the 
various companies I think you will find that we are competitive with 
the other companies, if you had all the facts in front of you. It is 
quite a detailed job. 

Mr. Roosevert. I think we would be much interested in having that 
detailed presentation, if you could do it. It seems to be more or less 
public information. 

Mr. Miurr. I don’t have it here, sir. We can supply it to you, thie 
copy of the policy, and I think you will find most companies talk off 
the top and don’t get down to the guts of it. 

Mr. Roosevett. What do you mean by that? 

Mr. Mitier. When they come down, they don’t come down to the 
basic point. We say this: That there is a definite guaranteed mini- 
mum of 414 regardless whether the price goes down to 10 cents a gallon. 
He will never make less than that. 

Mr. Roosrvetr. That flat statement was made this morning because 
we asked the specific question, is this a guaranteed margin no matter 
where the price goes, and the answer was “Yes.” Were we misin- 
formed ? 

Mr. Muuer. I don’t know that, sir. I say this, that I think we try 
to keep knowledge of competition, and without examining their cur- 
rent day’s policy, I couldn’t tell you. 

Mr. Hosmer. Did you say that your policy is to absorb roughly 
75 percent of the drop ? 

Mr. Mixer. We take 75 percent of the drop in price. 

Mr. Hosmer. I think the other companies testified this morning 
thev took up 70 percent in slack, and one of the other companies said 
they took it all up. It is a matter of company policy. 

Mr. Miturr. We take 75 percent of the drop until it comes down to 
tank-wagon price, and at that time it levels off where they have a 414- 
cent margin. That is basicatly the proposition, so the dealer gets hurt 
for a quarter of a cent, we get hurt for three-quarters of a cent. The 
purpose of that, incidentally, is to keep him so he wants to be healthy, 
and when he can come back up normally, he will go back up fast. 
If we subsidized the entire amount, there would be no reason in the 
world for him ever to want to get over a price war or have the advan- 
tage of a cut price, and he would be breaking other people. So that 
is the reason we have the inducement in there for him to come back 
up to some realistic pricing structure. 

If you would like that furnished, we will do so. I do not have it 
here. 
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Mr. Roosrvett. I don’t want to overburden you, but if you could 
elaborate a little bit further, it would be, I think, of value. 

Mr. Miter. I think we had better give it to the committee. I think 
we can give you the policy, the regular published policy on it, which 
I think would be—because it is quite a lengthy item, and it goes down 
in cents, tenths of a cent, so that I think probably you should have 
the whole thing. 

Mr. Roosrve.t. If you would do so, we would appreciate it. 

Mr. Mirixr. I will be glad to. Now, the other question you asked 
about the price of crude oil, crude went up in January, and we in- 
creased our price of gasoline at that time a half cent. This price 
increase has been maintained at retail level in certain areas and locali- 
ties, and it has not been maintained in otiers. In those localities 
where the retail price has dropped, then the subsidy has gone in and 
has protected the dealer where he has had to have it in order to live. 

Another question you asked was, Is Richfield a member of any job- 
ber or retail organization? We are not a member of any retail or 
jobber organization, gasoline jobber or retail organization. We are 
codefendant, in another question you asked, in the-—— 

(The copy referred to follows here :) 


RETAIL SALES DEALER AID IN DEPRESSED PRICE AREAS 


DEFINITION OF PRICES 


Under current conditions, it is the practice of dealers to sell gasolines during 
normal market conditions at prices which exceed Richfield’s directed minimum 
retail selling prices. For the purpose of this policy, the term “basic prices” 
shall mean Richfield’s directed minimum retail selling prices at time and place 


of delivery for high octane, plus 2 cents per gallon, and for ethyl, plus 1%4 cents 
per gallon. 


AMOUNT OF DEALER SUBSIDY TO LEASED DEALERS 


During disturbed market conditions, it will be Richfield’s policy to assist leased 
dealers in the following manner: 

Where the dealer is confronted with local competitive prices below basic prices, 
the following dealer-aid policy may be offered him: 

(1) Dealer aid will be based on competition and not on our dealer’s selling 
orices. 
(2) Richfield will provide dealer aid by absorbing 75 percent of the amount 
that competitors’ prices are reduced below basic prices subject to a minimum 
discount of 414 cents, after which Richfield will provide full 100-percent dealer 
aid. 
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Richfield dealer aid plan, leased dealers 


[In cents] 


| 
Decrease below Richfield dealer dis- Decrease below | Richfield dealer dis- 
basic price | dealer aid | count includ- || basic price | dealer aid | count includ- 
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Adjusted | Adjusted 
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1 These discounts are exclusive of the additional discount of 1% cents per gallon below tank wagon given 
to the dealer at time of delivery. 

Mr. DeMartint. They know that. 

Mr. Miter. The next are your bills and unless you want some 
comment on those 

Mr. Roosevertr. I have one comment I would like to make to you. 
I think you have drawn our attention to rather an important point. 
Certainly as far as the author is concerned, there was no disposition to 
assist the promotion of litigation for the primary benefit of counsel, 
if the lawyers present will excuse my saying so, and it might well be 
that a provision might be written into the bill that none of the award 
for treble damages should go to the counsel beyond that set by the 
court, which I think would remove some of the urge, perhaps, that 
would come in on a gambling basis just for the sake of a possible fee. 
If you would care to comment further, as long as you brought up 
that point, I would be glad to have your comment on it. 

Mr. DeMarrint. That has been my experience, Mr. Chairman. 
Since the case is still pending, I guess I shouldn’t say anything more 
on it. The statement, I think, stands for itself as to what does occur 
in some instances. 

Mr. Roosrvetr. We will certainly give some more thought to it, 
and we appreciate your bringing it to our attention. 

Mr. Miller, if I could go back for a minute to the situation of what 
I call other brand names 

Mr. Miter. All right, sir. 

Mr. Roosevetr. W hen you sell to any of these people, do you have 
any control over the prices which they then set ? 
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Mr. Miter. Rio Grande, yes. Rio Grande is on a margin or market 
structure the same as Richfield. That is the Rio Grande distributor. 
The Rocket brand is a competitive brand for the nonbranded prod- 
ucts, and that is sold at their discretion and normally at the going rate 
of competitive gasoline. 

Mr. Roosrveur. How do you set the wholesale price at which they 
buy from you? 

Mr. Miter. Well, you have that in your confidential material that 
has been furnished to you there, and we have asked it be kept confiden- 
tial. That is the whole structure in there, everything you have asked 
for. 

Mr. Roosrveur. That price is, however, not posted, of course. 

Mr. Miter. No, because they are all brand distributors, it is all 
contractual arrangements and they vary to some degree, but basically 
each one is about the same, transportation, of course, distances from 
refineries, things like that, make the price structure just a little bit 
different, but in the market it would net out about the same. 

Mr. Roosrvert. Mr. Nellis? 

Mr. Netiis. Mr. Miller, I have some specific information that I 
want to get straight on the rec — Thad an interview with Mr. Armor 
personally, and T discussed the S jan Diego situation with him, and I 
think you are familiar with it. This information is as of April 22, 
1957. Mr. Armor is your distributor in San Diego, and the Fed-Mart 
Discount House service station, which is one of his customers, is retail- 
ing Richfield ethyl gasoline at 28.9 cents per gallon—let me continue 
my statement and you correct it in any way you wish. It is supplied 
through Mr. Armor’s distributing company. 

Now, the San Diego Richfield dealers’ are paying 28.7 cents per 
gallon wholesale for Richfield ethyl gasoline, not including rent. 

The other piece of information which is related to this—I think 
I ought to give it all to you at once—is this: Richlube extra duty 
20 weight canned motor oil is being sold by Fed-Mart Discount House 
in San Diego as of April 22 for $6.26, including tax. Richfield deal- 
ers who order one case pay $7.29 per case wholesale and $6.39 per case 
if they order in 50-gallon lots. 

Mr. Mrurr. Would vou give me those gasoline figures back again, 
please ? 

Mr. Nets. Surely; 28.9 cents per gallon. 

Mr. Mirirr. That is Fed-Mart’s price. 

Mr. Netuts. Ethyl. 

Mr. Miter. That is Fed-Mart ethyl. 

Mr. Netuis. Yes, sir; now your dealers are paying 28.7 cents per 

gallon wholesale. How are your dealers going to compete against this 
situation in which the gasoline is the same, and you are supplyi ing it 
throungh a distributor ? 

Mr. Mriuirr. Well, as I pointed out to you, to the best of my infor- 
mation—I don’t handle the job accounts. The gentleman who signed 
that letter that you have there with those transmittals is the gentle- 
man who handles those accounts. He told us last night that we are 
not supplying Fed-Mart, have not supplied them, and it is not our 
product in the place. Now as far as we know, we do not have a drop 
of gasoline, have never had a drop of gasoline, in Fed-Mart, Fedco, 
or any similar place, irrespective of—unless it was bootlegged in their 
against our wishes, against our contract, and without our knowledge. 





134 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Mr. Nexis. How would it be bootlegged in there? By whom? 

Mr. Mier. I don’t know. 

Mr. DrMartini. Maybe I can answer that. Our contract. with 
Armor requires that the gasoline be sold under the Rocket trade name. 
To the best of my knowledge—and the gasoline that is sold through 
Fed-Mart is not Richfield gasoline. 

Mr. Netuts. You mean it is Rocket gasoline? 

Mr. DeMartrnt1. It is not Rocket gasoline. 

Mr. Neus. Mr. Armor told me specifically that it was. He will 
be testifying here, Mr. Chairman, so we will have it under oath. 

Mr. DeMartint. Then Mr. Armor is breaching the terms of our 
contract, and insofar as the lubricating oil is cone erned, I believe it was 
yester day that we learned of this fact and wrote him a letter and told 
him to immediately remove that and that if it was necessary, we would 
buy it back from him at whatever point it was located. 

Mr. Neus. Let me get that straight. You answered both ques- 
tions, and I want to follow it. In the first place, you say with respect 
to the information I have given you about Richfield motor oil, is that 
correct, you wrote Mr. Armor a letter yesterday ? 

Mr. DeMartrnt. Yes, sir. 

Mr. Nexus. Well, he was in to see me day before yesterday and 
didn’t know about it. 

Mr. DeMartin1. He wouldn’t have received it until today. 

Mr. Roosevett. If we hadn’t brought the other situation to your 
attention that through Armor, who is s buying your gasoline and sell- 
ing it under Rocket, he is breaching 7 your contract, would you feel in 
=< bound, in order to protect your dealers, to see to it that he did not 
se 

Mr. DeMartint. We most certainly will. 

Mr. Roosevett. To the unbranded dealer that way ? 

Mr. DeMartini. We most certainly will. Not only that, that will 
be an action that we will take. 

Mr. Roosrvett. The thing frankly that worries the committee is 
that congressional committees shouldn’t have to come out here to get 
these facts before you. 

Mr. DeMartint. Here is the strange thing, Mr. Chairman: When 
we heard of the statement by Cronin that Mr. Miller testified to— 
Cronin appeared before the monopoly committee, I believe. 

Mr. Roosevett. Will you speak up a little bit ? 

Mr. DeMartini. Yes; Mr. Cronin appeared before Mr. Kefauver’s 
committee, and he testified that this was Rocket gasoline because every- 
body knows that Armor is a Rocket distributor, but there is no ques- 
tion about it that Rocket is only a small proportion of the gasoline 
that Armor buys. I believe it is probably less than a third of his 
total purchases. 

Mr. Netuis. But he is your distributor in San Diego, he told me so, 
and he has 10 stations of his own there in which he sells your gasoline. 

Mr. DeMarrtrni. That is correct. I don’t dispute that. 

Mr. Netuis. In addition to which he sells these discount houses. 

Mr. DeMartint. But in addition to the gasoline he buys from Rich- 
field, the Rocket gasoline, for every gallon that he buys from us, he 
buys two gallons from someone else. I don’t want to testify as to who 
he buys from because I would rather have him say that. 
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Mr. Newuis. He will be here, Mr. Chairman. I think we should get 
that testimony from him. 

Mr. Muuter. May I ask this question? Did he specifically tell 
you he was delivering Rocket gasoline to the Fed-Mart system ? 

" Mr. Netuts. Mr. Miller, I am relating information as I have it. Mr. 
Armor will be here to testify. 

Mr. Mitzer. The reason I ask that question is because we know 
that he is supplying the account. We also know that he is purchasing 
merchandise elsewhere. We also know who is supplying in other loca- 
tions, Sacramento and other places, so where he comes—if he related 
that to you, that is one thing. If it is not true that he delivered 
Rocket gasoline, that is another story. We do not believe—I mean, 
because we have known Armor over many, many years—20 years he 
has done business with our company—and we don’t think he is the 
type who would violate the term of his contract. We don’t think he 
isa gypo artist by any manner of means. 

Mr. Netuis. May I complete this, Mr. Chairman ¢ 

Mr. Roosrvett. I want to interrupt you for a moment. Mr. Armor 
will be here. We will let him answer his questions and make his 
statement, and I think that at that time we should ask him directly 
what he does and doesn’t do. What I do want to ask you is this, Do 
you know—because you say you know Armor quite well—whether 
Armor sells a multiple product or has a multiple-product distribution 
in his lease stations? Or does he sell only Rocket ? 

Mr. Miuurr. Personally, as far as I know, he has only one gasoline 
at his station, and that is Rocket, as far as I know personally. 

Mr. Roosrvetr. You also say you know he buys largely from other 


suppliers. 

Mr. Miter. Well, he has been a big operator with the Government 
and other things down through the years, his own tank lines and 
everything else, quite an operator. 

Mr. Roosevert. You would be very much distressed, wouldn’t you, 
if in those Rocket tanks there was gas from some other supplier ? 

Mr. Mitter. I doubt that that is happening. I doubt that that is 
oe ening. 

i -. Roosrve.t. We will find out when he comes in. But if he was, 
would it be in violation of his agreement with you? 

Mr. Minter. Our counsel has already expressed himself it would be. 

Mr. Neus. Mr. Chairman, I think it is very significant that both 
witnesses have agreed that situation existed. Let me repeat what I 
said: Richlube, which is your product, extra-duty, 20-weight canned 
motor oil, is being sold by Fed-Mart Discount House, in San Diego, 
for the figures 1 mentioned. Fed-Mart doesn’t get Richlube, and 
where in the world did they buy this merchandise that they were sell- 
ing at a price lower than that at which your dealers could buy ? 

Mr. Minter. You will recall my early testimony that I said we had 
heard they were selling our lube oi] down there, but. we couldn’t estab- 
lish the normal channel which might be getting it, and we are tracing 
it out. Mr. DeMartini says he had written a letter last night, I didn’t 
know about, to Mr. Armor, so I did not know about that letter. 

Mr. Nexus. So Mr. DeMartini thinks that is where Mr. Armor got 
the Richlube ? 

Mr. Mriter. Could be, I don’t know. 
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Mr. Roosrvett. Is there any law which prohibits some people from 
selling Richlube oil, for instance, without your authorization ? 

Mr. Miter. Oh, I don’t 

Mr. DeMartint. No. If you would buy Richlube some place, you 
could resell it. 

Mr. Rooseve.r. In other words, bootlegging in the oil industry is 
perfectly legal ? 

Mr. DeMarrint. As long as he sold it under the Richfield name. 

Mr. Roosrver. Mr. Steed ? 

Mr. Sreep. No questions. 

Mr. Roosrvert. Thank you very much, gentlemen. We appreciate 
your coming before the committee, and we hope you will make your- 
self available so that as other witnesses come forward that have to do 
with you, we may have further questions. 

(The statement of Mr. Miller in full is as follows:) 


STATEMENT OF GEORGE MILLER, MANAGER OF RetTArL SALES AND TBA SaLes 
RICHFIELD Or Corp. 


My name is George Miller and I am and for more than 16 years last past have 
been manager of the retail and TBA sales departments of Richfield Oil Corp., a 
fully integrated oil company which is engaged in selling and distributing gasoline, 
lubricating oils, greases, and other petroleum products and tires, batteries, and 
automotive accessories in the States of California, Oregon, Washington, Arizona, 
Nevada, and Idaho. 

Richfield sells and delivers petroleum products through salaried bulk plants 
and terminals, through bulk plants operated by agents who are compensated on 
a commission basis and through distributors who buy and sell such products. 
These distributors in some instance, sell under the brand name “Richfield,” in 
other instances, sell under Richfield’s “Rocket,” “Rio Grande,’ and “Combat” 
brand names. 

For several years last past, it has been Richfield’s policy not to sell unbranded 
gasoline or private brand gasoline. However, Richfield has continued to make 
sales to Parks Oil Co., of Long Beach, Calif., which account it acquired 16 years 
ago. This account sells under its own brand names, which are specifically 
designated by Richfield under California law. 

Sales and deliveries to retail service stations are made from Richfield salaried 
bulk plants and terminals, from Richfield’s commission bulk plants and by the 
above-mentioned distributors. 

In addition to the sales to distributors above described, Richfield sells gasoline 
and other petroleum products to refiners who in turn sell to retailers under their 
own brand names. 

Richfield buys and sells to appointed TBA distributors tires, batteries, acces- 
sories, and automotive equipment. Except for a small proportion of its total 
sales of TBA, Richfield does not store or warehouse these articles and when they 
are purehased by Richfield from the manufacturers thereof they are shipped 
direct to Richfield TBA distributors. These Richfield TBA distributors are re- 
qnired by oral agreement and understanding to solicit the sale of these products to 
and to service Richfield dealers within assigned territories but they are by no 
means restricted to the selling of such articles to Richfield service stations and 
experience shows that approximately 30 percent of their sales are to competitive 
service stations. In addition to the TBA articles purchased from Richfield these 
TBA distributors also handle TBA merchandise which they buy direct from 
manufacturers or vendors thereof and on which Richfield realizes no profit. 
Richfield dealers are not obligated by agreement, either expressed or implied, to 
purchase their TBA requirements from these distributors or to purchase any 
brand or line of TBA merchandise. Neither do Richfield salesmen sell TBA 
articles direct to Richfield dealers. In fact, Richfield salesmen are not allowed 
to take a TBA order from a Richfield dealer. Furthermore, all brands of TBA 
merchandise, whether handled by Richfield TBA distributors or otherwise, may 
be sold by Richfield dealers on Richfield’s credit under Richfield’s credit card 
system. Accordingly, a Richfield dealer may sell a Standard Oil Co. or a Shell 
Oil Co. or an X manufacturing company TBA product on Richfield credit. 
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The foregoing constitutes a general statement of Richfield’s sales operations and 

since I understand that this hearing is primarily directed toward a study of the 
retail market and the business of gasoline service station dealers the balance of 
my remarks will be limited to this subject and to answer to questions which the 
committee has specifically propounded. 

Prior to October 1952 Richfield leased the stations owned or controlled by it 
by lease to service station dealers under an indenture which provided for cancel- 
lation by either party by a 24-hour notice in writing. These are referred to as 
L. O. dealers. Richfield admittedy controlled these L. O. dealers and required 
them to buy its gasoline and lubricating oils exclusively. With respect to TBA, 
Richfield’s credit-card system limited sales on Richfield credit to approved and 
sponsored TBA items. Prior to October of 1952 Richfield executed sales con- 
tracts with service-station dealers owning or controlling their own stations which 
obligated these dealers to purchase from Richfield a substantial portion of their 
requirements of gasoline, lubricating oils, and greases. These are referred to 
as “contracted dealers.” 

In October of 1952 Richfield completely revised its marketing policy with 
respect to both types of service-station dealers. Under this new policy Richfield 
stations are leased to L. O. dealers for a firm 1-year period subject to cancellation 
by the dealer at any time, with or without cause, by means of a 7-day written 
notice. Richfield retains no such arbitrary cancellation privilege for its own 
benefit. Concurrently with the signing of such a lease, Richfield executes a prod- 
ucts agreement form 333, which is a means of determining price only and which 
requires the dealer to purchase only such quantities of Richfield products as he 
desires. No other agreement, express or implied, is made with the L. O. dealer 
except notes, mortgages, and conditional sales contracts executed in connection 
with the financing of these dealers. In 80 percent of all L. O. deals, Richfield 
finances the dealer’s initial operations in part. This financing generally extends 
from 50 percent to 100 percent of the money required by the dealer to commence 
business. In October of 1953 Richfield instituted a policy under which 3-year 
leases are granted to L. O. dealers who have completed a 2-year leasehold tenure. 
As of December 31, 1956, 40 percent of all L. O. dealers held 3-year leases. 

Also, effective as of October 1952, Richfield adopted a policy of executing with 
its contracted dealers the aforesaid products agreement form 333. No other 
agreements express or implied, except these relating to loans of money or the 
sale of equipment is entered into. Under this revised policy the stations of 
such dealers are painted at Richfield’s cost with no obligation of reimbursement 
by the dealer, Notes, mortgages, and conditional sales contracts contain no 
provisions permitting acceleration of payment in the event the dealer ceases 
handling Richfield products. 

Prior to October of 1952 Richfield restricted sales of TBA articles on credit 
under its credit card system to approved or sponsored articles. On October 1, 
1952, these restrictions were removed so that dealers may now sell any brand 
TBA under Richfield’s credit. This was a drastic step to take but Richfield’s 
primary interest was to see that Richfield dealers stocked and sold TBA mer- 
chandise for two reasons: (1) a successful service station must keep in stock 
an adequate supply of TBA articles for the convenience of its customers; and 
(2) a service station to be financially successful must sell a sufficient quantity 
of TBA articles. On an average TBA sales represent about one-third of the 
profit of a dealer. 

A brief comment on dealer turnover may be of interest to the committee. As 
to contracted dealer stations, notwithstanding the complete absence of con- 
tractual commitment of painting obligations and of the privilege of acceleration 
of payment under financial transactions, these dealers change to new suppliers 
infrequently. Over 38 percent have handled Richfield products for a period in 
excess of 5 years. 

Of the L. O. dealers the 40 percent who hold 3-year leases have, of course, been 
with Richfield for a period in excess of 2 years. At first blush it may appear 
that the turnover in the 60 percent of the stations which are covered by leases 
of terms of less than 3 years’ duration is excessively high. However, statistics 
will dissipate any false impression with respect to dealer turnover. 

There were on December 31, 1956, 1,538 L. O. stations. 917 of these had 1-year 
leases, and 621 had 3-year leases. Of the 917 who held 1-year leases, an exami- 
nation of our files and records has revealed the following, which for com- 
parative purposes should be subtracted from the 917 figure: 

1. New stations opened in 1955 and 1956, 198. 


2. Stations on which Richfield’s lease had a tenure of less than 3 years, 49. 
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3. Leases with flat or subnormal rentals which by policy are leased for a 
term of 1 year only, 70. 

The total of the stations falling in the aforesaid 3 categories is 317, which re- 
duces the 917 figure to 600. Some of the 119 falling into classes 2 and 3 above 
would, under normal conditions, be added to the 621 figure. As a consequence, in 
excess of 50 percent rather than 40 percent fall into the 3-year leasehold cate- 
gory, if figured that way. 

During the calendar year 1956, there was a dealer turnover in the 1,538 L. O. 
stations of 481, a percentage of 30.6 percent. Analysis of the reasons for L. O. 
dealers terminating their leases with Richfield during the year 1956 reflects the 
following: 

1. Termination notice by Richard, 0. 

(Nore.—Since October of 1952 when Richfield instituted its new policy, it has 
never terminated a dealer’s lease by notice.) 

2. Newcomers in the service-station business who quit because of dislike 
of the business, 39. 

3. Personal or family reasons, such as divorce, and personal vices, such as 
gambling, etc., 51. 

4. Illness, death, and retirement, 38. 

5. Entered another business or took a salaried job, 93. 

6. Moved to another area, 23. 

7. Leased a competitive station, 31. 

. Partnership difficulties, 15. 

9. Highway changes, 4. 

10. Leased larger Richfield station, 24. 

11. Took over Richfield-contracted station, 4. 

12. Mismanagement, failure to work or supervise, 15. 

13. Failure to realize sufficient income, 144. 

(Most of this last class represent dealers dissatisfied with their income as 
compared to work involved, less than 40 were failures. ) 

Summarizing the aforesaid, while a dealer turnover of 30.6 percent per 
year may be considered high, a study of the overall situation reflects that less 
than 3 percent have been the result of financial failure. Dealer turnover on the 
west coast is somewhat aggravated by the fact that many of our new citizens 
arrive without any predetermined manner of earning a living. A service station 
constitutes a convenient temporary method of providing a living with little 
investment. These service station turnovers are seriously detrimental to Rich- 
field, both from a financial and from an operating standpoint. It is estimated 
that each turnover costs Richfield roughly a loss of a thousand dollars. 

In reading reports of the committee’s hearing in Denver, it was noted that it 
was interested in the level of margin which is considered necessary to maintain 
the dealer in price-war cases. Richfield’s subsidy policy during price wars 
has been as follows: 

A base retail price of 6 cents above tank wagon is used as the norm. When the 
retail price falls below this figure, the dealer is subsidized to the extent of 
75 percent of such decrease until the retail price reaches tank wagon, at which 
time the dealer is realizing a margin of 4% cents per gallon. Richfield then 
guarantees this 4%4 cent margin as a minimum irrespective of further decreases 
in retail prices. 

The following constitutes specific responses to the balance of the inquiries 
directed at the Denver hearing: 

When the price of crude oil was increased in January of 1957, Richfield in- 
creased its price of gasoline one-half cent per gallon. This price increase has 
been maintained at the retail level in certain areas and localities but not in 
others. In these localities where the price has fallen, the usual subsidy has been 
granted to dealers. 

Richfield is not a member of any gasoline jobber or retail organization. 

Richfield is a defendant in that court proceeding pending in the United States 
District Court for the Southern District of California, Central Division, en- 
titled “United States of America, v. Standard Oil Co., et al, bearing docket 
No. 11584—C. 

The following represents an expression of the opinion of Richfield Oil Corp. 
with respect to the proposed legislation under consideration by this committee: 

H. R. 432.—Our opinion in regards to this bill coincides with that of Judge 
Victor R. Hansen, Assistant Attorney General in charge of the Antitrust Divi- 
sion. A private litigant seeking equitable relief should be entitled to attorney's 
fees in the same manner as a private litigant seeking damages. 
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We would like to add, however, that we have had the unfortunate experience 
of being a defendant in treble-damage anti-trust litigation wherein a large por- 
tion of the judgment awarded in addition to the specific award of attorney’s 
fees was made available to the attorneys for the plaintiff by reason of a con- 
tract for contingent fees. It is not our desire to advocate the promotion of liti- 
gation for the primary benefit of counsel rather than for the litigants. 

H. R. 427.—This bill acts to encumber the entry of proposed consent judgments, 
decrees, or orders of Federal courts or of the Federal Trade Commission with a 
condition requiring publication so as to permit the filing of objections thereto. 
Such a bill must be based upon the premise that the Federal Trade Commission 
and the Department of Justice are not to be trusted in negotiating consent decrees. 
In any event it would most certainly constitute a deterrent to the orderly nego- 
tiation for an entry of consent decrees, the primary purpose of which is to readily 
procure the relief sought by the Government without the necessity of prolonged 
and protracted trial. The effective enforcement of the antitrust laws would be 
seriously impaired by this legislation. 

H. R. 428.—This is designed to prohibit petroleum suppliers from acting as 
commission agents for manufacturers of tires, batteries, and automotive acces- 
sories. The premise stated for the enactment of this legislation, viz, the existence 
of arbitrary privileges of termination of dealer leasehold arrangements, is inappli- 
cable to Richfield, which preserves no such cancellation privileges in its leases. 
Neither does Richfield act as a commission agent for any TBA manufacturer. 
However, Richfield’s TBA distribution system has been formulated to make avail- 
able to Richfield dealers a complete line of nationally advertised reputable mer- 
chandise, and it would not be material to the beneficial end result that Richfield 
acted as an agent rather than in the capacity of a purchaser and reseller. With- 
out Richfield’s TBA distribution system the dealer would not have a complete 
line of reputable merchandise available to him from a single source nor would 
he have the benefit of Richfield’s credit extended to the sale of all brands of 
TBA merchandise. In the event abuse exists in connection with the handling of 
TBA merchandise on a commission basis such abuses can be eliminated and 
rectified by appropriate proceedings before the Federal Trade Commission or by 
the Department of Justice. Loading the statute books with laws designed to 
cover every specific instance of violation of law results in chaos rather than order. 

H. R. 425.—Obviously this proposed measure is the equivalent of the auto- 
mobile dealer franchise law now in effect. It is a type of class legislation which 
is designed to remedy a purported legal offense prevailing in a single industry. 
From a standpoint of legislative efficiency alone such a bill is objectionable. It 
extends to one party to a contract rights in excess of contractual commitments 
by superimposing a vague good-faith concept upon express agreements. What 
is good faith and what is not good faith must of necessity be the subject of 
prolonged litigation. We have no knowledge to what extent contractual com- 
mitments are violated or dealers are abused by the arbitrary actions of oil com- 
panies, but we do know that there is a current move on the part of all companies 
to extend the terms of their leases to service-station dealers. This law would have 
no effect upon Richfield’s operations. Not only have we granted our dealers firm 
long-term leases but in only 3 instances in the past 3 years have we refused to 
renew or extend a dealer’s lease. In each of these cases the refusal was well 
justified. It is our understanding that practices of the automobile industry were 
criticized because dealers who had their franchises terminated were left with 
long-term rental commitments, heavy capital losses, and stocks of merchandise. 
Such conditions do not exist with Richfield dealers. When they quit the company 
the new dealer buys all merchandise at market value and the dealer is relieved of 
further rental obligations. We see no sound reason for legislation of this type. 

H. R. 426.—This constitutes what is commonly referred to as a divestiture 
or divorcement bill. The committee is no doubt aware that Richfield, con- 
stituting one of the enterprises whose corporate body would be severed by such 
legislation is opposed to it for that, if for no other reason. But such a dis- 
integration would seriously prejudice not only Richfield but the welfare of service 
station dealers and of the public as well. The average dealer would not possess 
the funds or have the desire to obligate himself in the acquisition of funds, 
to make capital investments in service stations of from $25,000 to $100,000. 
The inevitable result would be that these stations would be acquired by 
chains operating them on a salary or commission basis. The small-business man 
would disappear. 

It cannot be denied that the large integrated companies furnish the public 
with a chain of substantial, well operated, clean stations. This is accomplished 
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by training, by constant assistance to the dealer, and by various induce- 
ments. You can take my word as an experienced oil man that in the event of 
divorcement much of this would disappear and the general public, including the 
many wives who like clean rest rooms, would suffer materially. 

Many thanks to you gentlemen for this opportunity to appear and for your 
hard work and serious effort in attempting to solve some of the problems of 
our industry. 

Mr. Roosrveir. The last witness today will be Mr. Stetson, of the 
Shell Oil Co., if he is present. 

Would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Srerson. I do. 


TESTIMONY OF R. D. STETSON, DIVISION MANAGER, LOS ANGELES 
DIVISION, SHELL OIL CO. 


Mr. Roosrvetr. It is getting a little late, and we don’t want to hold 
you up. Do you want to add specifically to your statement, or how 
would you like to handle it ? 

Mr. Srerson. As far as I am concerned, if you are satisfied with 
the statement, we are. 

Mr. Roosrver. I will ask counsel if he has any specific questions he 
wants to ask Mr. Stetson. 

Mr. Nexus. Mr. Stetson’s associates testified in Washington, Mr. 
Chairman. I think I have some matters that will take a minute, 
if you will indulge me. Do you have some other questions in the mean- 
time ? 

Mr. Roosrvett. While counsel is getting his papers together, I will 
defer to my colleague first, Mr. Steed. 

Mr. Sreep. Mr. Stetson, going back to some questions we asked other 
witnesses, would you care to express a personal opinion on whether 
or not the consuming public is getting proper protection in the non- 
brand gasolines it is buying? 

Mr. Srerson. Well, I don’t think that in view of the fact that we 
are not in the business of selling nonbrands of gasoline, I don’t think 
that that is a question I am in position to properly answer. 

Mr. Sreep. Well, your company carries on a rather extensive adver- 
tising campaign singing the praises of the brands that you do put 
your name on, and cert: Fainly you must believe that this quality you 
speak of is important to the motoring public, and in the light of that, 
gasolines that have no such qualities or have too little of ‘the quality 
that you advertise, can it be that those fuels are good enough to be 
passed off as gasoline as the public generally thinks of it ? 

Mr. Srerson. Well, so far as I know, they seem to be wholly ade- 
quate to the people who are buying them, so they must be satisfied 
with them or I wouldn’t think they would buy them. As far as we 
are concerned, we long since have found out that it is much better 
from our standpoint to propound the virtues of our products and let 
everybody else speak for himself. 

Mr. Streep. Well, now, is it your opinion that the average motorist 
isa very good judge of what is good fuel for his car? 

Mr. Sretson. I think he is. 
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Mr. Sreep. Or do you think that a lot of people, as long as the 
thing will turn over and run at all, he assumes it is doing all right ¢ 

Mr. Srerson. Well, I think the public i is a pretty good judge 

Mr. Sreep. The reason I ask the question is, it seems to me that 
either the brand name companies are, well, slightly overemphasizing 
the qualities they have to sell, or those that don’t come up to that 
quality are an imposition on the public, and I am more inclined to 
be in sympathy w ith the brand names myself. 

Mr. Sretson. Well, of course we thing it is the best way to go. 

Mr. Steep. | just don’t feel that even though they do get some con- 
cession in price that a lot of the nonbrand gasoline i is worth the money 
that people pay for it. I don’t think they get the performance in a 
combustion engine that you get by paying a little more for better 
fuel. 

Mr. Srerson. Well, we certainly think the extra money they pay to 
get top quality products is worth it. 

Mr. Sreep. Isn’t it true that the Government, for instance, the 
military, when it buys fuel, having the advantage of experts on the 
qualities and performance of fuel, have very strict and rigid speci- 
fications that the sellers have to meet ? 

Mr. Srerson. Yes; they have specifications on virtually all 
troleum products. I think, as I recall, that the State of California 
also has minimum requirements. 

Mr. Sreep. Isn't it true that the military will use the same kind of 
vehicles that the public uses ? 

Mr. Stetson. Yes, generally. 

Mr. Streep. Well, if there is any justification for the Government 

- any other buyer that has the advantage of expert engineering ad- 
vice to be so specific about it, couldn’t we also assume that perhaps 
the public generally should have some such protection ¢ 

Mr. Srerson. I may be wrong, but to the best of my knowledge 
there is a minimum gasoline specification in the State of California. 

Mr. Rooseveir. A minimum requirement, you mean. 

Mr. Srerson. Minimum requirement, yes. I think there is. At 
least there was a number of years ago. As far as I know it is still 
in existence. 

Mr. Roosrvert. Except, I believe, in a San Diego case, it hasn’t been 
too rigidly enforced, though; has it ? 

Mr. Stetson. To the best of my knowledge I think most brands of 
gasoline have well come within the minimum requirements. I think 
that every manufacturer has long since realized that if he doesn’t 
come up to the minimum specifications, he is just going to get himself 
into an awful position, so I don’t think—at least I have not heard 
of any instances in recent years where the product doesn’t come up 
to the minimum specification. 

Mr. Sreep. If a filling station had a thousand-gallon storage tank 
and put gasoline in it, how many gallons of water could he add to 
that tank of gas before he made his, gasoline so bad it wouldn’t work 
at all? 

Mr. Sterson. Well, of course, that all depends upon where the gaso- 
line is ‘dri awn off of that which is in the tank. You could add quite 
a lot of water to the tank. The water all settles down to the bottom 
of the tank, and as long as you are drawing it off the top of the tank 
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and there are a lot of floating mechanisms of that nature—they have 
them in bulk plants commonly—you will still only be getting gasoline 
out until you have exhausted all the gasoline and you will start getting 
all water, and when you do that, he isn’t going to have very good 
luck in running his car. 

Mr. Sreep. I have a friend at Washington who recently stopped 
in a nonbrand filling station to get some gasoline, and after about 
20 miles found he had a tankful of water, and I don’t know whether 
it was done deliberately or whether something had gone wrong with 
the equipment. 

Mr. Srerson. Well, occasionally during rainy weather, as you prob- 
ably know, water can, if they haven’t screwed down the fill caps tight, 
get into the storage tanks. The pipes where you pull the gasoline 
out of the tank generally set up 3 or 4 inches off the bottom of the 
tank, so that you can accumulate a certain amount of water in there, 
condensation, rain, a number of other things, and you periodically, 
in the proper operation of a station, check it for water and then use 
what is referred to as a feed pump to take the water out. Of course 
there is presumed to be efficient water traps on the pumps in an 
automobile, so while you do occasionally get some water complaints, 
generally speaking they are pretty much in the minority, I would 
think. 

Mr. Streep. Has the State law regulating the pumping equipment 
eliminated the practice that we used to hear about of shortchanging 
the buyer the amount of gasoline he got as to what was registered on 
the gage? 

Mr. Stetson. Well, in the State of California, as you undoubtedly 
very well know, we have a very efficient system of sealer weights and 
measures. I think they have done an excellent job in making every- 
body very conscious of having accurate equipment, and to the best 
of my knowledge—well at least all I can judge is by our own com- 
plaints—they have been gradually brought down to such a low mini- 
mum that they are hardly of any consequence at all any more. It has 
taken a long while to do that, of course. 

Mr. Streep. Mr. Chairman, that is all I have. 

Mr. Roosrvext. Mr. Nellis? 

Mr. Neuuts. Mr. Stetson, I want to say first that I had the privilege 
of attending a meeting last night of a group of retailers, and I heard 
your company very highly praised for your dealer-panel program 
and the efforts that you are making in that regard. 

Mr. Srerson. I am glad to hear it. They seemed to think it was 
very good. 

Mr. Neus. Yes. sir. I heard some fine comments about it. 

Secondly, your company has already testified before this committee 
through Mr. Hugill and Mr. Jordan. 

Mr. Srerson. Yes. 

Mr. Neus. But I wanted to call something to your specific atten- 
tion as a crystallized instance of what happens to a dealer in some 
cases. This man’s name is Robert Gorbould. He is a Shell dealer 
located at 3009 Long Beach Boulevard, Long Beach, Calif., Mr. Hos- 
mer’s territory. 

On January 21, 1957, he made the following statement. I will con- 
dense it to make you familiar with it: 
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During the past 2 years I have been threatened with lease cancellations on 
several occasions. I have been operating two stations up to September 1956. 

Approximately 2 years ago I was approached by my Shell dealer representa- 
tive, Mr. Bob Miller, and told to fire a man working for me, and it was brought 
to my attention that if I didn’t comply with this, I would lose leases on both 
stations. Shortly after that the Shell representative came into my station, 
opened some closed doors and saw that I was carrying Quaker State and Penunz- 
oil, and I was told that under no circumstances would my lease be renewed if 
I did not get the foreign oils out of my station. 

On another occasion the representative from Shell came on the station lot, 
picked up oil I had on the island in bottles that belong to me, dumped the oil 
and took them into the company, saying they no longer wanted bottle oil on the 
station. This was Shell oil, not a foreign oil. When Bob Miller picked this 
bottle oil up, I called Kelsey, whose name appears on my cancelation notice, and 
informed him that if the bottles were not returned immediately, I was going 
down to file a theft charge. The bottles were returned, and an argument fol- 
lowed. Bob Miller said he was going to cancel my lease. 


I am cutting down some of the other statements. 


I have now received a nonrenewal of my lease, which expires February 25, 
1957. 


That is a fairly recent happening, and I assume you are familiar 
with this case. 

Mr. Srerson. I am certainly not familiar with all the details that 
you mention there. I knew, I had heard that this man had objected 
to the termination, and there was some correspondence between Mr. 
Touhey and Mr. Eddy, who is the regional vice president in San 
Francisco to whom Mr. Touhey adddressed the letter, and obviously 
I read the exchange of correspondence on it. Our retail manager 
actually handled the thing. I didn’t personally handle it. 

(The letter referred to is in full as follows :) 


JANUARY 31, 1957. 
SOUTHERN CALIFORNIA SERVICE STATION ASSOCIATION, 
Los Angeles, Calif. 
(Attention: John A. Touhey.) 


Deak Mr, TouHeEy: I am Robert Gorbould, Shell dealer, located at 3009 Long 
Beach Boulevard, Long Beach, Calif. 

During the past 2 years, I have been threatened with lease cancellations on 
several occasions. I have been operating two stations up to September 1956. 

Approximately 2 years ago, I was approached by my Shell dealer representa- 
tive, Bob Miller, and told to fire a man working for me and it was brought to 
my attention that if I didn’t comply with this, I would lose leases on both 
stations. 

Shortly after that, the Shell representative came into my station, opened some 
closed doors and saw that I was carrying Quaker State and Pennzoil and I was 
told that under no circumstances would my lease be renewed if I did not get 
the foreign oils out of the station. 

On another occasion, the representative from Shell came on the station lot, 
picked up oil I had on the island in bottles that belonged to me, dumped the 
oil and took them into the company, saying they no longer wanted bottle oil on 
the station. This was Shell Oil, not a foreign oil. When Bob Miller picked 
this bottle oil up, I called Kelsey, whose name appears on my cancellation and 
informed him that if the bottles were not returned immediately, I was going 
down to file a theft charge. The bottles were returned and an argument 
followed. Bob Miller said he was going to cancel my lease. I told him to go 
ahead and do it, and he asked me to sign a cancellation, which I naturally 
refused to sign. To this date, that is the last I have heard of my lease being 
canceled. 

I have now received a nonrenewal of the lease, which expires February 25, 
1957. 

I have been operating a station in the middle of the oil wells in Long Beach 
for about 2 years, with no help from the company in regards to price. I have 
asked them on numerous occasions to give me a subsidy, but have been refused, 
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stating that I was in the wrong trade area to get help. On one occasion, I was 
out of town and my tanks had approximately 6,500 gallons in the ground; the 
Shell representative told my station manager that he had to put some new signs 
up, posting 2 cents less per gallon within the hour or we would not get the 
lowered price on gasoline. 

I purchased this station approximately 3 or 4 years ago, based on the fact 
that Spring Street would be open and widened, and the station remodernized. 
About 2 weeks after I signed my lease last year, the remodernization started. 
I was told by the Shell Oil Co. it would be about 30 days. It was closer to 21%4 
months. At the same time I was told I would be without a lube rack about 10 
days and this was more than 30 days. During this remodeling, I raised my gas 
prices along with many of the dealers in surrounding areas and left them up 
for a period of 3 months. During this time, I was told by the dealer Shell repre 
sentative that I might expect a cancellation if I continued with those prices, 
At the time I finally saw that I had to come down, I approached Shell Oil Co. 
on a subsidy, which they said they would take up with the Los Angeles office. 
During this time, a new Mobil service station had been built about 1% blocks 
away. They said that now I could get my prices down because the Mobil 
in my trade area. 

At the beginning of my last lease renewal, I was pumping approximately 
twenty-two or twenty-four thousand gallons per month, at the time they re- 
modernized my station. When they finished the remodernizing of the station, 
the road was torn up blocking off all the new driveways and the road (Spring 
Street.) This street is not opened yet. I asked Shell Oil for rent adjustment 
during this period of remodeling. This same Shell representative, Kelsey, wrote 
in for a request that I get about $200 deduction on rent, which I have never 
received. I maintained the regular hours and kept all men on through all of 
this time. Now that it looks like the road may be completed, in the next few 
months, I get a notice of nonrenewal and in December I pumped 29,704 gallons 
and this month will run around 29,500 gallons, in spite of the mixup of re- 
modernizing and the road being torn up. 

To my knowledge, the only complaints that Shell has had from my operation 
are: 

1. About 3 years ago, an employee left the plug loose in a crankease and I 
had insurance to cover it, however, I know the relationship between the custo- 
mer, Shell Oil Co., and myself wasn’t too good. 

2. Last summer a customer from Arizona came into our station with a burned- 
out generator. He said he was broke, had just taken his family to Disneyland, 
begged me to put a generator on his car and put it on his credit card, which 
I know Shell does not approve of. I did to help him out. The total bill was $33 
On his trip back to Arizona, he had regulator trouble and the man in the 
garage informed him that he had a rebuilt generator on the car, which we sold 
to him. under those conditions. He wrote Shell Oil Co., telling them that we toid 
him it was a new generator. At any rate, a new generator for a 1955 Nash is 
$42.50, plus labor, plus the gas we put in his car at the station, which would have 
made his bill come to approximately $50, our charge being $33. 

I might mention that I talked to the new dealer representative that replaced 
Bob Miller. I asked him if he had seen my file and if there was any complaints 
other than the ones I knew of, from customers or otherwise. The only thing 
he mentioned was that he noticed I was a member of the Southern California 
Service Station Association, and impressed me with the amount of money Shell 
Oil has invested in these stations and that possibly they thought I might go 
along with the association too strongly. 


Mr. Netuis. Mr. Stetson, what I really want to know is, What is 
your company policy in a situation where a person in a subordinate 
supervisory capacity does something which is obviously, if the facts 
stated here are true, contrary to the policy that Mr. Jordan and Mr. 
Hugill and you have testified to with respect to your company ? 
What are you going to do about Mr. X or Bob Miller or whoever 
it may be? 

Mr. Srerson. In the statement which probably you have not had 
an opportunity to read we told you that a number of years ago, in 
spite of all of the problems we have had in explaining policies to 
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dealer salesmen and the various other employees, and in spite of all 
the detail that we have gone into in doing that, we had several in- 
stances that we thought just reached the point of where we were 
going to have to do something about it, and as a consequence of it 


we terminated two salesmen for consistent flagrant violation of 
policy. 


Mr. Netuts. When was this, Mr. Stetson ? 
Mr. Srerson. 1950, 1951, 1952. Since then—and the statements 
will reflect this—we have demoted three additional people for contin- 
uing just minor violations, not really serious enough to, well, termi- 
nate the man, but we again thought that if we were going to have 
our policies actually practiced i in the field the w ay they are supposed 
to be, as much as we dislike to do it, it looks like we have to set an 
example now and then. Since that time, fortunately, 1 or 2 good, 
healthy, serious warnings have, so far as we know, pretty well taken 
care of things. Probably because we set a few horrible examples may 
Lethe reason why they have. 

Mr. Neruis. Thank you very much, sir. 

Mr. Rooseverr. Thank you, Mr. Stetson. We appreciate your co- 
operation. I don’t think we have any more questions at this time. 

I might add that I think it is an excellent example that the com- 
pany has set, one, however, which should point up the fact that these 
things, unless you keep on top of them all the time, are going to 
become necessary again. 

Mr. Srerson. Oh, sure; they certainly do. 

Mr. Roosevenr. Thank you very much. 

(The statement of Mr. Stetson in full is as follows :) 


STATEMENT BY R. D. Stetson, Diviston MANAGER, Los ANGELES DIVISION, SHELL 
Or Co. 


My name is R. D. Stetson, and I am division manager of the Los Angeles 
marketing division of Shell Oil Co. The Los Angeles division is 1 of 17 Shell 
marketing divisions in the United States. We comprise a part of Shell’s mar- 
keting organization which has its headquarters in our head office in New York 
from which Shell’s nationwide policies and procedures are issued. The area in 
my division includes southern California, southern Nevada, Arizona, western 
New Mexico, and a part of Utah. I want to thank your subcommittee for the 
opportunity to present this statement concerning Shell’s marketing policies and 
operations in this area. 

I understand that one of the principal fields in which you are interested con- 
cerns the relationship between petroleum suppliers and independent dealers and 
what can be done to improve those relations. This is a subject with which we 
also have a vital concern. The independent dealer is the keystone of Shell’s 
service station program, and the success and prosperity of its dealers is an in- 
dispensable element of Shell’s success and prosperity in its marketing operations, 
This is forcefully evidenced by the fact that in my division out of 1,074 service 
stations which marketed Shell products in areas under our direct operation as 
of December 31, 1956, 1,066—or more than 99 percent—are operated by inde- 
pendent dealers. Of these, 579 are operated by dealers who lease the premises 
from us, and 487 are operated by dealers with whom we have only a sales con- 
tract. The other eight stations are operated under our commission plan of op- 
eration. We have but few “C” stations in this division because we have many 
long-time Shell dealers who not only are doing an outstanding job of operating 
their stations but have volunteered to train new trainee salesmen and new 
dealers, a function generally performed by our “C” stations. 

Beyond this, I have a deep personal interest in service station dealers. My 
career with Shell began about 35 years ago as a service station attendant at First 
Street and Boyle Avenue, here in Los Angeles. During the following years, I 
have held various positions in Shell’s marketing department, all of which have 
been closely connected with the operation of service stations. 


146 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Over these many years, numerous changes have occurred in the service station 
business. To mention a few—station design has changed materially, invest- 
ments in individual stations have increased substantially, many new competitors 
have entered the field, customer services have been signficantly expanded, self- 
service stations have appeared and giveaway programs, trading stamps, and 
other trade gimmicks have been widely adopted. All of these changes reflect 
the intensely competitive conditions which exist in the service station business. 
Like in any other business, competition has taken its toll among the marginal 
service station operators—those who lacked the basic qualifications for becom- 
ing successful businessmen in this field. However, all in all, I believe Shell dealers 
have found that they are in a good business—one which has given them security 
and has assured them an income which has provided a good standard of living 
for them and their families. This, we think, is reflected in the turnover figures 
applicable to dealers in the operating area of the Los Angeles marketing division. 
Taking into account the 691 stations existing as of December 31, 1956, in the Los 
Angeles Basin, for example, the dealers in 49 percent of them had been there for 
at least 5 years or since the station was opened, if for a shorter period. At an 
additional 31 percent of these stations no more than 2 dealer changes had 0oc- 
cured during the preceding 5 years. Thus at 80 percent of these stations 2 or 
less dealer changes occurred during the 5 year period. Furthermore, 55 percent 
of the changes occurred at 17 percent of the stations. 

The reasons for the dealer changes during the 5-year period were as follows: 

Percent 
7 O Gpled Other abn thats ics sic ie tenn pita cktnd thin Singhs 4 11 
To take other employment on account of dissatisfaction with hours, in- 

come, etc 31 
Health, retired, military leave, dissolved partnership, or site abondoned___ 25 
Personality unsuited for business___..__..._..__..----- Ee ibd ELSE cee 8 
Unknown reasons 3 
Miscellaneous reasons such as did not like southern California, gave up 1 of 

Ne ee Oe ai kad can eategiondbensetnticnserioe ee 15 
Financial failure 


In many of the instances of financial failure the cause was obviously not 
attributable to the service-station location because the successor dealer was 
outstandingly successful. 

We believe we have done a good job toward assisting our dealers to become 
successful businessmen and to establish more efficient and businesslike opera- 
tions. In the case of our leased stations, we have provided the investment for 
the service stations in which they conduct their businesses. In leasing these 
stations to dealers, we have exacted only fair rentals, commensurate as nearly 
as possible with the value of the property for service-station purposes. We have 
made loans to dealers to set them upin business. We have given training courses 
to dealers and have passed on to them the benefit of our experience in service- 
station operation. We have provided our dealers, at reasonable and competitive 
prices, with the highest quality products our refineries know how to produce. 
All of our gasoline is sold under the Shell brand name. We do not sell gasoline 
to unbranded resellers who compete with Shell dealers. 

In order to assist our dealers to remain in business during periods of depressed 
retail prices in their competitive area, we have provided affected dealers with 
dealer assistance in the form of a deduction from their normal dealer price. We 
have been mindful of the legal problems presented in the administration of this 
program, and we have done our best to be fair to our dealers, and, at the same 
time, to comply fully with the complicated requirements of the applicable laws 
as we understand them. To this end, the granting of assistance is not condi- 
tioned upon the dealer charging competitive prices or any specified prices. Shell 
dealers determine their own retail prices, and dealer assistance is given to all 
dealers who are adversely affected by local price disturbances, regardless of their 
pricing practices. It has not been infrequent that some of our dealers receiving 
the same allowance have posted different retail prices. 

In addition, to assure, as best we can, equal treatment of dealers similarly 
situated, we have utilized a trade area plan. We consider a trade area to be 
the area in which competitive marketing conditions are, in general, the same 
and within which the service stations located there are competing with each 
other for the same group of customers, in the absence of any significant difference 
in their prices. If Shell dealers in a trade area are affected substantially because 
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a competitive dealer has lowered his retail gasoline prices, all Shell dealers in 
that area are given the same dealer assistance, regardless of their selling price. 
Likewise, an equal amount of dealer assistance is given to all Shell dealers in 
any other trade area substantially affected by prevailing competitive conditions, 
regardless of their retail prices. 

Price wars have been common in the Los Angeles market and in other areas 
of our division marketing territory for as long as I have known it. They have 
been very costly to us, as well as to our dealers. We would welcome the elimina- 
tion of price wars but until that occurs we consider it our responsibility to do 
what we can to cushion our dealers against the shock of their impact. We 
believe our present policy is calculated to do that by dealing with localized price 
disturbances within the area in which they occur, without causing the price war 
to spread to other areas initially unaffected. At the same time, our policy is 
not intended to nor does it operate to create price wars because it does not become 
operative until Shell dealers have already been substantially affected by adverse 
competitive conditions in their local trade areas. 

As we recognize the right of Shell dealers to make their own pricing decision so 
do we recognize their right as independent dealers to make their own decisions 
on other operating details of their business. Our lessee dealers are not obligated 
to any extent to purchase from us the products they market. Dealers with whom 
we have sales contracts, on the other hand, are bound by contract to purchase 
from us a minimum quantity only of Shell gasolines and lubricants computed to 
be not more than 50 percent of the estimated requirements of the particular 
service station. There are no provisions relating to the purchase of tires, bat- 
teries, or accessories in any of our lease or contract forms covering service 
stations. The dealer’s freedom as to selection of sources of supply for petroleum 
products and tires, batteries, and accessories sold by him is covered not only 
by the provisions of the applicable contract but is indicated to him in a letter 
which we have supplied to all ‘Shell dealers. 

Mr. J. G. Jordan, our vice president (marketing), has previously described to 
you our policy on TBA and the arrangements we have made with Firestone and 
Goodyear. Our local practices are in accord with this policy. Actually, we 
bave had very few problems with dealers over TBA. While most of our dealers 
handle Firestone and Goodyear tires because they are leading national brands 
and are easy to sell, most of these same dealers do not buy all their accessories 
from either Firestone or Goodyear. Quite a few Shell dealers handle U. S. Rub 
ber, Goodrich, General, or independent lines, with varying degrees of success. 
Some of our dealers, for all practical purposes, do not handle TBA at all. The 
facts, I am sure, amply reflect our policy not to require our dealers to handle 
TBA at all, much less to handle any particular brand of TBA. 

One of the media for assisting dealers in improving their businesses is our 
utilization of dealer salesmen and merchandising representatives who maintain 
regular contacts with Shell dealers. These employees are given extensive train- 
ing to give them a full comprehension of merchandising techniques, dealer rela- 
tions, and the application of company policies. This training is not limited 
to their initial indoctrination course but is a continuing process. For example, 
opportunity is aforded them regularly to discuss with the management of the 
district offices to which they are attached and with the department heads of the 
Los Angeles division office who maintain a close contact with the district offices. 
In addition, representatives from the San Francisco office, which is our west 
coast headquarters office, often visit the field and hold meetings with our local 
representatives for the purpose of discussing pending problems and the appli- 
cation of company policies and procedures. Throughout their careers our field 
representatives are also given the opportunity to take refresher courses at various 
schools conducted by Shell. During the last 2 years, for example, substantially 
all of Shell’s west coast dealer salesmen, merchandising representatives, sales 
supervisors, and other district office and division office personnel, including many 
district managers and department heads, have attended a 2-week course given 
at the Shell Basic Marketing School, located at Berkeley, Calif. A great deal of 
attention is given to retail marketing at the school and 1 whole day—a full 8- 
hour session—is set aside for our legal department to discuss legal problems 
relating to retail marketing. Eight classes were conducted in 1956 and nine are 
being held during this spring. Total attendance during the 2-year period will 
run close to 500. 

While we aspire for high attainment in the field of dealer relations, we realize, 
of course, that perfection is not achieved. Notwithstanding our efforts, a few 
complaints are received from dealers that our policies have been misapplied or 
that some injustice has occurred. These matters are given prompt attention 
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and a full investigation is made. Very often we find that some misunderstanding 
is at the root of the problem and can be readily rectified. If we find, on the 
other hand, that the complaint has merit, we take whatever corrective action 
the circumstances warrant. A few years ago 2 salesmen were terminated for 
violating company policy applicable to dealer relationships and 3 others were 
demoted. In recent instances, probably assisted by these precedents, warnings 
have achieved a corrective effect without necessity for resorting to more drastic 
disciplinary action. 

Periodic dealer meetings have provided another effective means of better 
comprehending dealer problems and improving dealer relations. While such 
meetings have for many years been a part of Shell’s program, we have introduced 
a number of innovations in recent months which give high promise for the future. 
One of these has been our dealer panel conferences at which small groups of 
dealers—usually 10 or 12—are invited to attend conferences with management 
representatives to discuss any problems they may have. The groups have been 
kept small to preserve informality and to afford the fullest opportunity for par- 
ticipation by the dealers. When these conferences were instituted, the vice 
president of west coast marketing divisions attended the first conference held in 
Los Angeles division and in each of Shell’s west coast marketing divisions. . I 
have attended each of the subsequent conferences held in the Los Angeles divi- 
sion area. 

Another program that we have set up is the creation of a council of Shell deal- 
ers in each division to meet at regular intervals to discuss problems of mutual 
importance with Shell’s division management. Representatives of the division 
councils, in turn, form the membership of a regional council which will meet 
annually with Shell’s marketing management. The purpose of this program is 
twofold : 

(1) To foster improvement in dealer-supplier relationships ; 

(2) To prvoide an effective two-way channel of communication which, on 
the one hand, will enable Shell’s marketing management to keep constantly 
abreast of dealer thinking and to avail itself of dealers’ practical thoughts 
and suggestions. On the other hand, it will enable Shell to present to the 
dealers the benefit of management’s thinking on current problems. 

Meetings of the council are conducted so as to. permit the council members to 
discuss problems among themselves during part of the time and with Shell 
management to the extent the council members desire. 

Each division council is composed of three dealers from each of the districts 
in the division. Since there are 7 districts in the Los Angeles division our 
dealer council is composed of 21 members. Our council held its first meeting 
in Los Angeles this week, on April 23 and 24, and it appears to have been 
most successful. The division council has selected three of its members to 
attend a meeting of the regional council which is scheduled to convene in San 
Francisco in May. Dealer reaction toward this program has been most favorable 
and we expect it to be a highly successful venture. 

You will also be interested in hearing the results of another dealer meeting 
which we held here in Los Angeles on Monday night, April 15, 1957, for the 
purpose of ascertaining the thinking of our dealers on certain pending Federal 
legislative proposals. Invitations to attend were sent to all Shell dealers in the 
Los Angeles metropolitan area. We also invited a representative of the Southern 
California Service Station Association to participate in the meeting with us. 
Mr. John A. Touhey, executive secretary of the association, was selected by the 
association’s president for this purpose. Consideration was given to 6 pro- 
posals—S. 11 and the 5 bills in which your subcommittee is interested. 

Thirty minutes were allowed to Mr. Touhey to present the viewpoints of his 
association; 30 minutes to me to present Shell’s views; and 30 minutes were 
devoted to a question and answer period. After this, the dealers were invited 
to express their preference, by secret ballot, for or against each of the bills. 
The ballots were counted at the meeting by members of the division council. The 
balloting produced the following results: 
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66 | 80 
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(A sample of the ballot used for this purpose is attached. See 
below.) 
BALLOT 


S. 11: To amend Robinson-Patman Act referred to as equality-of-opportunity 
pill. For bill () Against bill (J 


H. R. 425: Good-faith bill or General Motors bill. For bill (1) Against bill 0 


H. R. 426: Divorcing wholesalers of petroleum products from owning, leasing, 
or operating retail gasoline stations. For bill Aagainst bill 1) 


H. R. 427: Provides 30-day publication by Federal Trade Commission of pro- 
posed consent decree orders. For bill) Against bill (J 


H. R. 428: Prohibiting petroleum supplier from engaging in TBA. For bill Tr] 
Against bill [J 


H. R. 482: Amendment to Clayton Act to provide for recovery of attorney’s 
fees. For bill‘) Against bill C) 

The above indicated results accord with our own opinion that the 
disadvantages for dealers and the public generally in these bills out- 
weigh any benefits they may have. We believe that the resolution of 
dealer-supplier problems between the parties themselves on a more 
enlightened level of understanding provides more assurance for im- 
proved dealer relations than a further extension of regulatory con- 
trol by legislation. 

Thank you, gentlemen, for your time and attention in connection 
with the presentation of this statement. 

Mr. Roosevetr. The committee will at this time announce that. to- 
morrow morning it will hear from Mr. Perry of Hancock Oil Co.; 
Mr. Robineau of. the Frontier Oil Co., of Denver, Colo.; Mr. Morison 
and Mr. Glasco of the West Coast Pipeline Co.; to be followed by 
the tank-wagon dealers, White Distributing Co., Mr. Mayberry; 
Southern Tank Lines, Mr. Deese; the Armor Oil Co., Mr. Armor. 
Then the automotive equipment manufacturers representatives: Ale- 
mite Co., Mr. Hogan; Aro Equipment Co., Mr. Haberl; Lincoln En- 
gineer ing C o., Mr. Meikle; Huddleston Equipment Co., Mr. Iverson: 
Shields, “Harper Co., Mr. Wieslander. Then the automotive jobbers, 
Mr. Hamilton and Mr. Morse. 

Many of these people will be heard as a group, en bloc, and we 
hope to be able to finish the list of those witnesses by tomorrow after- 
noon. 

On Friday we will take in the southern California gasoline re- 
tailers, Mr. Touhey and five witnesses, the California Marketers 
Council, the private rebrand dealers, and the wholesale consignees, 
and that will finish the hearings for this session. 

The committee will now stand adjourned until 9:30 tomorrow 
morning. 

Ay hereupon, at 5:15 p. m., the subcommittee recessed, to reconvene 
at 9:30 a. m., Thursday, April 2 25, 1957.) 
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THURSDAY, APRIL 25, 1957 


House or REPRESENTATIVES, 
Suscommirrex No. 5 on DistrisuTion Proptems 
OF THE Setect Committee To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Los Angeles, Calif. 

The subcommittee met, pursuant to recess, at 9:45 a. m., in the 
courtroom, 16th floor, United States Post Office and Courthouse Build- 
ing, Hon. James Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Roosevelt, Steed, Brown, and Hosmer. 

Also present: Joseph L. Nellis, special counsel, P. C. Murray and 
Justinus Gould, assistant counsel. 

Mr. Roosrveir. The committee will come to order, please. 

The committee will first hear this morning from Mr. Graham 
Morison of the West Coast Pipeline Co. Mr. Morison, do you sol- 
emnly swear that the testimony you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Monrtson. I do, sir. 


TESTIMONY OF H. GRAHAM MORISON, GENERAL COUNSEL, WEST 
COAST PIPELINE CO. 


Mr. Roosrveur. Mr. Morison, we suggest that you proceed in your 
own way, and wherever you can, if you would, shorten your written 
statement, and we would appreciate it. 

Mr. Morison. I certainly shall, Mr. Chairman. 

Mr. Roosevett. Of course we will include it in its entirety in the 
record. 

Mr. Mortson. Mr. Chairman and members of the subcommittee, 
as you know, I represent the West Coast Pipeline Co., and I have read 
a great deal of the testimony that this subcommittee has heard hereto- 
fore, and I have heard part of the testimony of your small business 
wholesale and retail distributors of oil products during the sessions 
that you have held thus far here in Los Angeles. ‘The stories that 
they tell, Mr. Chairman, are not new ones to me for when I was head 
of the Antitrust Division of the Department of Justice from 1950 to 
1952, I had occasion to argue the Government’s case in the Supreme 
Court against Richfield Oil Co., and in that to review the record 
both in that case and in the Standard Stations case which preceded it. 
It seems clear that despite the victories of the Government in those 
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cases in the Supreme Court, small-business people who are engaged 
in the distribution of oil and oil products in this area continue to 
suffer abuses at the hands of the west-coast oil monopoly. Now, these 
very essential small-business people, Mr. Chairman, are still caught in 
an economic vice in which the possibilities of profits by those people, 
if any, are subject to absolute control by the monopoly of the major 
oil companies of the west coast. 

Mr. Hosmer. Can you tell us what small business people you are 
referring to? 

Mr. Morison. I am referring to your small-business people who 
engage in the retail sale of gasoline in service stations, the small- 
business people who are wholesale distributors of oil and oil products. 

Mr. Hosmer. By the group of retailers, are you referring to lessees 
of major oil companies or private brand distributors? 

Mr. Morison. Both ; both, Mr. Congressman. 

This monopoly is especially virulent here in California where the 
west coast major oil companies hold such a tight grip on every aspect 
of the business, production, transportation, refining, and distribution. 
The small distributors of oil and oil products are denied the most 
basic and essential foundation of business independence, and that is the 
right to compete freely in the market in whatever manner they elect. 
In addition, we have the obvious fact that the consumers of oil products 
on the west coast, including many small business enterprises, cannot 
expect any of the price benefits that flow from free competition until 
this west-coast oil monopoly shall have been destroyed. 

If I can make a contribution at all, Mr. Chairman, to your delibera- 
tions, it will be to demonstrate to this committee why this unhappy 
situation exists in one of the greatest markets for oil products in the 
Nation. If I would answer the “why” in a word, it is monopoly, and 
monopoly in its rawest and most restrictive form. 

For the purposes of the petroleum industry, California, you must 
remember, is quite separate and distinct from the rest of the United 
States. Lying between the mountain barriers on the east and the 
Pacific coast on the west, historically it has been largely dependent 
upon the oil production within its own borders. Even today, there 
is no movement of crude oil into California from any outside source, 
with the exception of the Trans Mountain line, which in the last few 
years has been introduced from the fields of Alberta, Canada, to this 
Northwest. 

The west-coast major oil companies have had absolute dominion 
over the production, the refining, the distribution, and sale price of 
oil and oil products. 

There are no independent and monopoly-free sources of crude in 
California, and, until this basic economic need is met, the west-coast 
monopoly can never truly be challenged in the market place, and it 
will continue on its ruthless and highly profitable way to exercise 
dominion over all aspects of the oil “business here. It will do this, 
secure in the knowledge that the Government and private individuals 
can, if they are able, sue under the antitrust laws as often and for as 
long a time as they wish, but they cannot break the oil monopoly so 
long as it continues to control the sources of oil. Antitrust. suits, both 
civil and criminal, have been brought against the west-coast oil com- 
panies by the Government over the years. The most recent suit was 
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filed in 1950 against the seven west-coast majors, Standard of Cali- 
fornia, Shell Oil Co., the Texas Co., Richfield Oil Corp., General Pe- 
troleum Corp., Tide Water Associated Oil Co., and Union Oil Com- 
pany of California. In that suit, which I am sure this committee is 
aware of, the Government alleges, in brief, the following: 

1. That there are no crude pipelines from any other areas that bring 
oil to the west coast. That is, with the modification I have made to 
bring it up to date. 

2, That the defendants produce 50 percent of all the crude oil on 
the west coast, whereas 48 percent is produced by independents who 
do not have refineries. 

3. That the defendants buy 90 percent of all the crude oil produced 
by these independents. 

4. That the defendants own 77 percent of the oil-gathering pipe- 
lines on the west coast and 97 percent of all the oil trunklines on the 
west coast. 

Mr. Hosmer. As of what date are these figures you are reading? 

Mr. Morison. These figures, Mr. Chairman, are the allegations 
made in the Government’s suit filed in 1950, as amended in 1955, 

Mr. Hosmer. Thank you. 

Mr. Morison. So they are fairly accurate, with the one modification 
I made. That they own 97 percent of all the oil trunklines of the 
west coast ; that they own all the oil tankers and oil barges of the west 
coast; that they own 85 percent of the crude refining facilities of the 
west coast; that they produce in their own refineries 91 percent of the 
gasoline in the west coast and own 90 percent of the gasoline-refining 
facilities, together with 91 percent of all the cracked gasoline-refining 
facilities; that the defendants own 86 percent of the retail outlets for 
gasoline and oil products on the west coast. 

Now, you will recall, Mr. Chairman, that Assistant Attorney Gen- 
eral Hansen testified before this subcommittee in Washington quite 
recently that the Government expects to be able to prove each of these 
allegations, and I have no doubt that it will do so. 

Now, on the broader stage, and to put this into contention, the Gov- 
ernment in 1953 filed.a civil antitrust suit against the major oil com- 
panies of the world, and I might say that a majority of the defendants 
in that world-cartel suit are also members of this west-coast monopoly. 
In that 1958 suit, the Government alleges that the defendant com- 
panies control over 80 percent of the world’s crude reserves. They 
own virtually all of the pipelines outside of the United States. They 
control 55 percent of the refining capacity of the free world and two- 
thirds of the world’s privately owned tanker fleet. The complaint 
further alleges that, from 1928 until the date of that suit, these com- 
panies have been engaged in a conspiracy to restrain interstate and 
foreign commerce in the United States of oil and oil products. 

Now, if you couple these allegations in these two important anti- 
trust suits with the fact that the major oil companies control all—I 
underline “all”—of the oil pipelines of the United States, and with 
the further fact that they have prevented a crude-oil pipeline thus 
far from being built from the Texas oil reserves to California, then 
you can begin to understand, I think, gentlemen, how enormous and 
how all pervasive this monopoly in oil is on the west coast of the 
United States. 
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As Assistant Attorney General Hansen put it quite recently in his 
testimony before this committee, he said : 

In an industry so highly integrated, anticompetitive practices at any level 
may be reflected in market restraints— 
which I think is the understatement of the day. 

Now the basic philosophy, Mr. Chairman, as you and the members 
of the subcommittee know, of the antitrust laws from their inception in 
1890 and until the present time is that, if free competition is provided 
in the market place, the consumer and the entire economy will profit 
from that competition. In the case of small-business people who are 
in the oil business on the west coast and the consumers who are de- 
pendent upon oil products, this basic tenet of a free economic society 
will never be realized until this west-coast area is provided with a free 
and uncontrolled source of crude oil in an amount sufficient to give 
the west-coast majors competition at all levels of the oil business. As 
I have said, I represent the West Coast Pipeline Co., which was or- 
ganized in 1950 to provide California with an independent supply of 
oil, and I would like to relate briefly to the committee the history of 
this project in order that the small-business community on the west 
coast and the consumers who are dependent upon oil products can 
understand, the dimensions of this problem which is theirs and the 
very present danger that hangs over their heads because of this west- 
coast oil monopoly. 

Now, in the Permian Basin of west Texas and southern New 
Mexico there is an enormous supply of very high crude oil in the 
ground. It is estimated that there is available for transportation to 
California approximately a million barrels of oil a day, if transporta- 
tion facilities could be provided. Of an obvious 1 million barrels of 
available proven oil which is bottled up, at least a half of it is owned 
by independent oil producers who urgently desire to bring their oil 
to the best and to the nearest market. The remainder of it is owned 
by these major oil companies, many of them the west-coast majors. 

Mr. Hosmer. May I ask you, sir, do you know how much oil Cali- 
fornia imports a day ? 

Mr. Mortson. The latest figure I have on that is this, which is fairly 
up to date—just a minute. Crude receipts on the west coast averaged 
257,000 barrels daily in the week ending April 12, down 10,900, or 4.1 
percent, from the preceding week’s average of 267,900. 

Mr. Hosmer. Thank you. 

Mr. Mortson. Now, my people surveying this oil situation on the 
west coast found that California was not producing enough oil to meet 
her requirements and that it could not do so. California’s demand 
for oil, however, is increasing, but her production is going down, and 
her reserves are declining. Since 1953 there has been a growing 
deficit in California’s supply of oil. This deficit has been met by im- 
ports of foreign crude oils, which have grown from 50,000 barrels a 
day in 1954 to an average, as of January 1, of approximately 150,000 
barrels a day, and I have just given to you the latest weekly report. 

These imports are brought in by the west coast majors most profit- 
ably from their wells in Latin and South America, the Mideast, the 
Far East, and from their new oil operations in Canada. 

Now, it is significant to note, Mr. Chairman, at this point that the 
west coast majors who own these vast deposits in these foreign coun- 
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tries and who bring their crude from the foreign countries to Cal- 
ifornia in their tankers are, because of the much lower cost to them 
of their oil in the foreign lands, able to transport the oil great dis- 
tances in their own tankers and deliver it to their refineries at a 
total cost per barrel which is far less than the cost of California oil 
delivered at the same refineries by their pipelines. Of course, if there 
are any independent refiners in California—and I doubt that—those 
independents do not have access to this low-cost oil, and the result 
is that the basic price to them of the raw material, crude oil, is fixed 
at the California posted price, which is a posted price which the 
majors put out. But the west coast majors, to the extent that they 
supply the deficit in oil that I have indicated, are able to derive an 
enormous additional profit quite obviously. At the same time the 
price of oil products remains rigidly fixed, based upon the higher 
price of California crude. In other words, the profit that they make 
on their foreign crude is not passed on to the consumer. 

Now, my company, realizing the great economic benefit that was in- 
volved in this project, made a very extensive engineering and eco- 
nomic study of the desirability of constructing a crude oil pipeline 
from the Permian Basin to Los Angeles, a distance of approximately 
a thousand miles. They then took their plans and specifications to 
one of the major private banking concerns in New York, and they 
were in time advised that the project was economically sound and 
that the necessary capital would be supplied provided they would 
obtain from refineries on the west coast an agreement to take a small 
amount of oil daily from this transportation medium, which amount 
would produce enough revenue, minimum revenue, to retire the loan 
made to the company by the private banking house. 

Mr. Hosmer. How much did that amount to? 

Mr. Morison. That amounted to approximately $12 million. 

Mr. Hosmer. No, how much oil? How much oil would have to 
be taken ? 

Mr. Morison. Sixty thousand barrels a day. This pipeline, by the 
way, is projected to have a maximum capacity of 450,000 barrels a 
day, so you see—— 

‘ Mr. Hosmer. You would send a million barrels a day into Cali- 
ornia 

Mr. Morison. You misunderstood. I said it would be a million 
barrels if such a transportation medium were constructed to carry 
that much, but our project would carry 450,000 a day. 

Well, now, with this necessary financial arrangement our people 
quite naively communicated with all of the west coast majors, and 
they asked if they would take some part of the oil and even offered 
them the opportunity to participate in stock ownership in the line. 
We were told by the majors that they had no need for the oil and 
that they would not use the pipeline if it was built. 

Now, they knew full well, Mr. Chairman, that without this com- 
mitment or assurance to use the pipeline, the project could not be 
privately financed because they have had the greatest experience in 
pipelines since they own 100 percent, all the pipelines, of the Nation, 
and they know the financial necessities and requirements of it, and 
even though our people were prepared to invest $22 million of their 
own money, this project for private financing failed. But the majors 
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decided that they would prefer to protect their own monopoly: posi- 
tion and the greater profits that that monopoly position is giving to 
them. 

Mr. Hosmer. Will you state again what the total cost of this line 
was 

Mr. Morison. Approximately $120 million. That is the maxi- 
mum price. 

Mr. Roosevert. Of course, in all fairness, they are simply protect- 
ing the fact that they have large imports which they control and 
freeze out everybody else. I mean, this would be a natural thing for 
them to do. 

Mr. Morison. Absent the antitrust laws, Mr. Chairman, of 
course, and it is human instinct, for cupidity and profit, I suppose, 
is a natural phenomenon. 

Mr. Sreep. Are you familiar with the very delightful tax advan- 
tage they enjoy on their foreign oil imports ? 

Mr. Mortson. Yes, sir, I am, Mr. Congressman. Senator 
O’Mahoney has gone into that quite recently at some length, and, of 
course, that is an additional factor. In this case I think it has im- 
portance only in this fact: These west coast majors own in that area 
of tax advantage vast oil holdings to the extent that they are getting 
a benefit on their taxes from our taxpayer. It is incredible that 
there is no passing on of that to the consumer in California. I 
think at least you could give them some credit if they were able to 
pass on some part of this great profit advantage, but posted price of 
oil in California has steadily gone up. 

Mr. Hosmer. Am I to understand that this West Coast Pipeline 
Co. is some sort of eleemosynary project, or is it a business profit- 
making project ? 

Mr. Morison. I am glad you asked that, sir. Of course, it is not, 
sir, and I don’t want anybody here to assume that it is. These 
people who are the projectors and who would be the owners of this 
line are independent oil people. 

Mr. Hosmer. They want to sell their oil and make a profit on it, 
is that right? 

Mr. Morison. They want to provide a market for their oil. 

Mr. Hosmer. They are competitors with some of these other people 
that are in the same business / 

Mr. Mortson. If they are permitted to come here they will have a 
battle royal. 

Mr. Hosmer. I don’t suppose if they could sell the oil in Kansas 
or some place, they would be much worried about selling it out 
here, is that right? 

Mr. Morison. If they could sell it in Kansas? I think not, because 
I think on the matter of economics the greatest and nearest market for 
this great amount of high-grade oil is California. Now, there is a 
market elsewhere. 

Mr. Hosmer. What I am trying to distinguish is whether the com- 
pany is interested in California because they are sorry for the poor 
small-business men out here. 

Mr. Morison. Of course not. 

Mr. Hosmer. Or whether they would sell wherever they could. 

Mr. Morison. Of course not. 
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Mr. Hosmer. Well, your testimony is a little bit couched in those 
terms. You are privileged to give it the way you want, but I don’t 
want you to think that I 

Mr. Morison. For the record let me make it abundantly clear, it 
would be nonsense for me to be saying this is a vast philanthropic 
enterprise by Texans who are coming here to relieve a grave public 
situation. Of course it isn’t. But in the presentation of that to you, 
sir, and what you are trying to ascertain by investigation here, I think 
it is important that we point out all of the problems, the economic prob- 
lems, which impel us to come here which indicate that if this excess of 
independent oil is brought in, it is the only persuasive method and 
practical method by which the monopoly of the west coast can ever 
hope to be broken. 

Mr. Hosmer. That’s right. I just wanted you to bring out the 
whole story. 

Mr. Morison. That’s right. I am glad you asked me. 

Now, in view of this concerted rebuff by the majors, there remained 
only one avenue for our people to construct this pipeline, and that was 
to seek the financial support of the Federal Government in the form of 
a loan guaranty as provided under the Defense Production Act of 1950, 
An application for a certificate of defense essentiality was promptly 
made, but unfortunately it appears that the application was turned 
over by the Government for analysis and recommendation to the very 
oil monopoly whose members had already summarily rejected my com- 
pany’s offer to supply oil to them through this pipeline. As you might 
suspect, 

Mr. Hosmer. Did you say it appeared that? Is this an allegation, 
or is this an assumption ¢ 

Mr. Morison. My words were, “It appears that the application was 
turned over by the Government for analysis and recommendation.” 

Mr. Hosmer. Was it or wasn’t it? 

Mr. Morison. It was. 

Mr. Hosmer. You are making a charge that it was turned over to an 
oil monopoly. 

Mr. Morison. Yes; yes, indeed. As you might suspect under those 
set of circumstances a decision was reached in 1955 to deny our appli- 
cation, at least for the time being. 

Now, without duplicating the record that has already been made 
before the Monopoly Subcommittee of the Senate Judiciary Com- 
mittee and the House Armed Services Committee Subcommittee, I 
will merely state that the record amply demonstrates that through- 
out the history of oil in time of peace or war governmental decisions 
about oil have always been dominated by the major oil companies 
of the United States who, through a complex of councils, committees, 
boards and panels are able to influence and direct governmental de- 
cision in such a way as to preserve and protect their monopoly posi- 
tion. That has been the fate then of our pipeline project up to the 
present time. 

As anticipated, and since 1955, however, the oil supply situation on 
the west coast has steadily worsened. Not only has the grip of this 
monopoly of the west coast majors been tightened by the course of 
events, but it has been accomplished in a way which means if not 
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relieved by direct and quick action, that if war should come, the peo- 
ple of California may be left as to their oil necessities virtually de- 
fenseless. They will surely be left without sufficient oil to sustain their 
basic economy and to meet defense needs. In fact, gentlemen, Cali- 
fornia would be paralyzed. 

Now, since being here 2 days, as all of you are aware, I am aware of 
the fact that this is the greatest growing area, metropolitan area, 
certainly in the United States, that the ever-pushing movement of 
population into suburbia and the fact that I now understand that 
the public transportation system here has become so inadequate that 
there is a bill now pending to have the city take over and operate it, 
it is perfectly obvious that if you had a cutoff of the basic supply of 
oil for automobile transportation, public transportation could not 
carry that load. 

Mr. Hosmer. Did you present those facts and figures in your 
application for this pipeline permit ? 

Mr. Morison. Which facts and figures do you refer to? 

Mr. Hosmer. The facts and figures that you just mentioned. 

Mr. Roosevert. I think Mr. Hosmer means the growth of the met- 
ropolitan area. 

Mr. Hosmer. What you just said. Did you tell that to the Fed- 
eral Trade Commission or whoever it was you went up—— 

Mr. Mortson. The Office of Defense Mobilization. I can’t answer 
that, sir, because I was not counsel for this company at the time that 
application was filed. 

Mr. Hosmer. Is that the one who controls whether the pipeline is 
built. or not? 

Mr. Morison. That is the eventual agency of review, let us put it 
that way. The Oil and Gas Division of the Department of the In- 
terior is the agency —— 

Mr. Hosmer. You are not familiar with that application then in 
full. 

Mr. Mortson. Whether or not it contains these allegations about 
population growth. 

Mr. Hosmer. Yes. 

Mr. Morison. Iam not,sir. I could for the record tell you by going 
back and reviewing that whether or not that was stated in there. 
I assume, however 

Mr. Hosmer. You are not familiar in detail with that application 
then. 

Mr. Morison. Yes, 1 am. I am not familiar on that point. 

Mr. Hosmer. What was presented to the committee with respect to 
an economic survey, if any, of the additional needs of this area, inso- 
far as oil imports are concerned ? 

Mr. Morison. It was presented on the basis of the then deficit in 
oil and the record that had been made in the oil deficit and that had 
been created by both the Korean war and World War II, which I will 
advert to later. 

Mr. Hosmer. I mean, are there any actual figures, projections, and 
requirements ¢ 

Mr. Morison. It was related to the defense needs. Oh, yes. 

Mr. Hosmer. What are they ? 















 & & ~t es Oise eee ol... 






to 
0- 
in 
ad 


ill 


nd 





Mr. Morison. Well, the projections made by the Oil and Gas Divi- 
sion of the Interior Department, for instance, assumed that in the 
event war should come in this year 1957 

Mr. Hosmer. I am not talking about war. I am talking about the 
ordinary course of business. 

Mr. Morison. No, there are no figures on that. 

Mr. Hosmer. You are apparently couching the argument for the 
pipeline in terms of requirements on the part of the small-business 
men and the consumers of this area 

Mr. Morison. Precisely. 

Mr. Hosmer. Granted there wouldn’t be enough oil in the event of 
war for anybody. 

Mr. Morison. That’s right. 

Mr. Hosmer. But I would be interested, and I think the committee 
would be interested, in knowing what facts and figures from an eco- 
nomic standpoint you have to show that we are approaching a crisis 
here. 

Mr. Morison. Let me give you this fact—maybe the answer to your 
question will come later. 

Mr. Hosmer. You are telling this committee that a bunch of oil- 
monopoly people have got their fingers around the throats of the 
Government, and the pipeline company’s application was turned down 
because of all this shenanigans, and apparently you don’t even know 
what was in the application. 

Mr. Morison. Oh, I do, sir. You misunderstand me completely, 
Mr. Congressman. I am not unfamiliar with that application; no 
applicant-would be. 

Mr. Hosmer. Can you then tell us what the situation is with re- 
spect to the future economics of this area? 

Mr. Morison. Would you prefer I do it now? I have this devel- 
oped in my statement—— 

Mr. Hosmer. All right. 

Mr. Morison. If you will permit me 

Mr. Hosmer. If you had told me that to begin with, we could have 
avoided that—— 

Mr. Morison. You didn’t make it clear to me. I want you to ask 
me any question you will. 

I think, Mr. Chairman, it is important to understand the supply 
and demand situation which now exists on the’ west coast. Prior to 
1953, except for the times of emergency, the production of oil in Cali- 
fornia was generally adequate to supply refinery demands and con- 
sumer requirements for the entire west coast. Until 1953 the Pacific 
Northwest relied upon California refiners almost entirely for its oil 
products. These refined products were tankered up the west coast to 
the Puget Sound area for distribution to the Northwest, and at that 
time there was no refining capacity in the Northwest.. Thus products 
pipelines were built from the oilfields in Wyoming and Montana to 
Spokane, Wash., and from Salt Lake City refineries to Pasco and 
Spokane, Wash., to supplement the California supply of oil products 
for the northwest area. Since 1953, however, there has been a complete 
change in the whole oil supply and demand situation on the west 
coast. In the first place, despite a 13 percent increase in consumer 
demand on the west coast from 1952 until the present and a very sig- 
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nificant increase in refining capacities, California oil production has 
declined and oil reserves have steadily diminished. In 1953, with the 
discovery of the sizable oil deposits in western Canada, these west 
coast majors joined to acquire large holdings in these oilfields and 
also to construct a pipeline from Alberta, Canada, to Vancouver, 
British Columbia, and to the Puget Sound area in the State of Wash- 
ington. This has made it, of course, economically profitable for the 
west-coast majors to build refineries in the Puget Sound area. Dur- 
ing the construction of these refineries, which is going on at the 
present time, a part of this Canadaian oil has been tankered down the 
west coast to the California refineries to take up a part of the Califor- 
nia deficit and to provide in part the needs of the California refineries. 

However, the west-coast oil companies will soon have a total re- 
finmg capacity in the Puget Sound area of approximately 200,000 
barrels a day, and their pipeline from Canada will have a capacity 
to supply this demand to those refiners. In view of the great and 
increasing demand in the Pacific Northwest, substantially all of this 
oil that can be transported through the pipeline from Canada will be 
refined and consumed in the Pacific Northwest. Thus the Northwest 
will shortly be an area of self-sufficiency in oil and gas products and 
virtually no Canadian crude will be available for transportation to the 
California refineries. 

The capacity of the California refineries is now or shortly will be 
approximately 1,300,000 barrels of oil a day, and of this total capacity 
approximately two-thirds is located in the Los Angeles area and the 
remaining one-third in the San Francisco area. At the present these 
refineries are operating at peak levels in order to meet the ever-increas- 
ing peacetime demand for oil products in California, but the gap be- 
tween the output of California wells operating at highest production 
levels possible and refinery demand leaves a deficit of approximately 
125,000 barrels of oil a day. 

Now that is the actual deficit between the rate of operation of their 
refineries and the production in California of California oil. 

Now, Mr. Chairman, when the situation is already this bad in a 
peacetime situation, imagine how much worse it would be in time of 
war with the great increase in demand that war would bring. 

Mr. Roosevetr. Before you go on, this deficit is now made up en- 
tirely by imports from foreign oilfields, is that correct? 

Mr. Morison. It is, sir. 

Mr. Roosrvett. Brought into the California area by tanker com- 
pletely owned by the same company. 

Mr. Morison. That’s correct, sir. In the presentation by the Oil 
and Gas Division of the Department of the Interior in 1955 before 
the House Armed Services Subcommittee it was estimated that mili- 
tary requirements in time of war on the west coast would be approxi- 
mately 500,000 barrels of oil a day or roughly 100,000 barrels a day 
more than the peak military demand in 1945. It was also estimated 
that. approximately 860,000 barrels a day would be required for basic 
essential civilian demand under a system of severe rationing. To 
meet these demands it appears that the oil companies who supplied 
this basic information to the Government blandly assumed that Cali- 
fornia wells would be able to produce a million barrels of oil a day, 
that 240,000 barrels of oil a dav would be available from the Canadian 
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pipeline and that the precious reservation of the Elk Hill naval oil 
reserve could be relied upon for 138,000 barrels of oil a day. Now 
since that time, as the members of the committee know, by lease ar- 
rangement the majors are now taking 16,000 barrels of oil a day from 
the Elk Hill reserves which means that that figure of 138,000 is not 
accurate. Thus a net projection of this arithmetic was put forward by 
the oil companies as a complete answer to the very desperate problem 
which I have presented. The trouble about the projection, gentlemen, 
is that the facts simply won’t support it. First, California produc- 
tion is now down to about 930,000 barrels of oil a day, and it is de- 
clining, and any efforts to increase California production on the word 
of the major companies themselves will result in enormous wasting of 
this essential and strategic fuel. 

Next, it is apparent that any reliance upon Canadian crude oil to 
supply the needs of California refineries is false, because it involves 
a tanker movement of Canadian oil some 1,300 miles down the entire 
west coast, and our experience in World War II demonstrates that 
such an exposed supply line in time of war just cannot be relied upon. 
Thus, accepting the major oil companies own calculation of produc- 
tion from the Elk Hill naval reservation, a deficit. will still remain 
bet ween refining capacity and the supply of crude oil of almost 250,000 
barrels of oil a day, and this is a deficit which would remain even after 
severe rationing on essential civilian requirements was put into effect. 

Now in this picture of peacetime monopoly and wartime danger 
the major oil companies have resorted to every conceivable argument, 
an some inconceivable ones, in their efforts to show that our proposed 
pipeline is not needed. Their latest gimmick is an announcement that 
a pipeline is to be constructed from the Four Corners area of the 
States of New Mexico, Colorado, Utah, and Arizona to Los Angeles, 
a distance of 600 miles. 

It is stated that this line will have an initial capacity of 60,000 
barrels of oil a day, which could be doubled by additional pumping 
facilities. At the time of this announcement, however, only thirty- 
odd producing wells had been brought into production in that area, 
and if the pipeline were now in being, these wells could not contribute 
more than 5,000 barrels of oil a day. In fact, the latest information 
that we have on this from the Petroleum Week indicates that the 
largest producing area in that Four Corners area is only producing 
3,000 barrels of oil a day, although there is great drilling operations 
going on in the hope that this capacity will be increased when the pipe- 
line is built. 

Mr. Hosmer. That is all up on the Navaho Reservation, isn’t it? 

Mr. Morison. Yes: on the Four Corners there. In fact, one of 
the west-coast major oil companies in its annual report in 1955 com- 
mented on the fact its discoveries in this area were not commercially 
important. The same oil companies say, however, now that sufficient 
reserves of crude are indicated to justify the building of this pipeline 
with the capacity of 60,000 barrels of oil and that it is expected the 
line will be completed late this year. 

Mr. Roosrvett. Has the line been started ? 

Mr. Morison. The latest word I have on it from the press is that 
they are now delivering pipe to the project, so I assume it is now in 
active construction. 
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Mr. Hosmer. I have to ask you something here. I am sorry, but 
you do a pretty good job of writing here, and you have, “One of the 
major oil companies of the west coast,” on page 14, “in its annual 
report said that its discoveries were not commercially important.” 
Which of the companies was it ? 

Mr. Morison. My recollection, sir—and I will have to take it out— 
is that that was Shell Oil. 

Mr. Hosmer. Then you say that the same oil companies now say 
and give the idea that nobody 1 is finding any oil out there. From what 
I can understand—I spent some time out there in connec tion with this 
upper Colorado River project—a lot of companies are going in out 
there. Apparently they are bringing in a lot of oil. The fact that 
they are not producing it now is due to the fact that they haven’t got 
the wells down, and, secondly, that you can’t produce it if you can't 
haul it away. You have to have a pipeline to haul it away. I might 
be completely misinformed. 

Mr. Mortson. No, you are not misinformed. There is no ques- 
tion, I think, that these oil people now tell you that they have great 
expectations in that area. It is true that these same oil companies, 
at least, one of the majors in it, in 1955 said this was not commercially 
important at that time. 

Mr. Hosmer. From their standpoint. 

Mr. Morison. From their standpoint, although today they are going 
forward very actively. It is interesting, for whatever weight it may 
have on the facts, this oil reserve has been known or this oil prospect- 
ing has been going on for a great many years. However, this pipeline 
project, in an area which was producing virtually no oil at all, was 
dramatically announced when the House Armed Services Committee 
was considering this same problem here in Los Angeles in 1955 

Mr. Hosmer. Is there any other practical way to get oil out of that 
area except by pipeline ? 

Mr. Morison. Of course not,sir. At the present time they are truck- 
ing their oil to rail heads. It is the same situation that obtained in 
the Williston Basin area until they got a pipeline in. Of course, you 
areright. There is no way 

Mr. Hosmer. That is a development that occurs with all new fields. 

Mr. Mortson. That is true. 

Mr. Hosmer. You have to have a pipeline to get the stuff out, don’t 
you? 

Mr. Mortson. The point I am making is that everything you say 
as to the basic economics of oil is not true. If you find oil, you have 
to have a way of transporting it. My point is—and I hope to develop 
it, if you will give me a little time here—my point is that, first, this 
is not, on the basis of their own statements, an answer to the problem 
of deficit in California. 

Mr. Hosmer. I got the implication that this was kind of a plot. 
They went on and paid the Navahos all these millions and millions 
of dollars for leases just to stop your pipeline from coming here. You 
are not intending to say that; are you? 

Mr. Morison. That is not a bad ar gument. If you were a monopoly 
that had the world by the tail on the downhill’ drag, and you were 
threatened by a source of independent raw material which was going 
to upset that, I think you would go to any extravagant lengths to 
divert and prevent that independent source from coming in. If you 
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will just take the history of the railroads in California and the trans- 
continental railroads of the Huntingtons, you will remember that just 
such a technique was constantly employed. 

Mr. Hosmer. Of course that is all true. You can talk about monop- 
oly here and there and how evil it is and everything else, put the label 
on anybody you want. My feeling was that when you were tellin 
me about these horrible people who were being sued by the Unite 
States Government, that perhaps the United States’ Government 
already had laws and was going after them, had them in the courts 
in these two monopoly suits you were talking « ‘about. 

Mr. Mortson. They do. 

Mr. Hosmer. Maybe that would be the solution to your problem, 

Mr. Morison. I would like to comment upon that when I get through 

yith this. 

Mr. Hosmer. These things occur in a person’s mind, and all I want 
s the facts, like the fellow who has the television program. 

Mr. Morison. Jack Webb, 

Mr. Roosevett. I suggest you go ahead with your statement. 

Mr. Morison. I will certainly attempt to do that. I think a lot of 
these questions that come in your mind you will find the answer to if I 
complete it, and then if you would put any question you have to me, I 
would be glad to answer it. 

Mr. Hosmer. The reason I kind of got off on you to begin with was 
the fact that you had this printed piece of testimony, and there is a 
big title up here about being H. Graham Morison, former Assistant 
Attor ney General in charge of the Antitrust Division, so I thought 
here is somebody from the Government coming up here, and then I find 
out you are representing a pipeline, and I figured maybe you are trying 
to fool me to begin with. 

Mr. Morison. Mr. Congressman, you don’t mean to say that. You 
know it is the custom of every congressional committee to require the 
production of legible typewritten or multigraphed copies of the testi- 
mony in advance, and if you think that I am taking any advantage of 
title beyond identity, you are doing me a great disservice, : and I resent 
it. 

Mr. Hosmer. How long ago then were you in the United States 
district attorney’s office ? 

Mr. Morison. I was not in the United States district attorney’s office. 

Mr. Hosmer. Or the Assistant Attorney General. 

Mr. Mortson. I was Assistant Attorney General of the United States 
in charge of the Antitrust Division from 1950 to 1952 as I related on the 
first page of my testimony. 

Mr. Hosmer. Then you are here as a representative of this pipeline 
company. 

Mr. Morison. I have stated, sir, on page 4, I am here representing 
as a client the West Coast Pipeline Co. 

Mr. Hosmer. All right. I just told you why—maybe I am wrong. 
It just didn’t appeal to me. 

Mr. Mortson. You certainly are wrong, sir, and I resent it. Now 

may I continue, Mr. Chairman? 

Mr. Roosrverr. The witness will continue, and I would suggest 
that the members hold their questions until the witness has finished 
his testimony. 

Mr. Morison. Thank you very much, sir. 
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I was speaking of the Four Corners project. At the time of this 
announcement, however, only thirty-odd producing wells had been 
brought into production in that area of Four Corners, and if the pipe- 
line were now in being, these wells could not contribute more than 
5,000 barrels of oil a day. In fact, one of the major oil companies, 
as I stated, said in 1955 in its annual report it was not commercially 
important. These same oil companies, Mr. Chairman, now say that 
sufficient reserves of crude are indicated to justify the building of this 
pipeline with a capacity of 60,000 barrels a day, and it is expected it 
will be completed this year. 

I point out in contrast that the West Coast Pipeline Co. will connect 
California with an area of proven producing oil reserves capable of 

lacing over a million barrels of oil a day in a pipeline if such 
acilities were made available. The pipeline that we propose can 
carry up to 450,000 barrels of oil a day. It is a certainty and not a 
speculation that the Permian Basin oil is in being and can be trans- 
orted the moment the line is open. If you couple this fact with the 
urther fact that the oil deficit in California between refinery capacity 
and California supply is already in excess of 200,000 barrels of oil a 
day, then you realize that even if this Four Corners area could produce 
at the rate of 60,000 barrels a day and all of that oil were transported 
in the proposed line, there still would remain a very substantial deficit 
of close to 150,000 barrels of oil a day. The significant fact, however, 
is that, if this 11th hour announcement of plans of the 60,000-barrel- 
a-day pipeline from this unproven oil area to Los Angeles is permitted 
to prevent the construction of the much larger pipeline from the 
Permian Basin area, then the west coast monopoly will again have 
defeated a move to bring free competition in oil to the west coast. As 
long as these majors can rely upon this proposed Four Corners line 
to exclude this independent oil from Texas, then they have in effect 
guaranteed the continuation of their monopoly in oil which now grips 
the west coast. 

In their unrelenting drive for higher profits these west-coast majors 
are indifferent to the peril that their policies impose upon the people 
of this State. It is then abundantly clear that the pressing need for 
free competition in oil and oil products in California can only be met 
if a substantial internal supply of independent crude oil is made 
available to the California market. If this is provided, Mr. Chair- 
man, then independent refiners will be encouraged to build refineries 
and to compete with the west-coast oil monopoly. The price of oil 
products will be lower and competitive, and the defense needs will 
be met by protected source of crude oil by increased refining capacities. 

In the light of all of these facts it is apparent that the small- 
business men who earn their livelihood in the sale and distribution 
of oil products or who rely upon oil as a fuel in their businesses and 
the consumers generally in the State of California can expect no price 
relief so long as this monopoly situation continues and so long as 
California is denied access to a free and independent domestic source 
of crude oil. 

I am sure, Mr. Chairman, that you are aware of the complaints 
made against the major west-coast oil companies by Congressman 
Pelly, of the State of Washington, who inquired of these oil companies 
as to why it was that the price of fuel oil in the Northwest had been 
increased sharply despite the fact that refineries were operating in 
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the Puget Sound area and that a tremendous supply of crude oil was 
available to those refineries from the oilfields of western Canada. 
The reply made to Congressman Pelley was to the effect that Canadian 
crude as merely assisted in supplementing a growing deficiency of 
California oil. This is an interesting example of how the oil monopoly 
will interpret any set of facts to suit the maintaining of high prices 
on the west coast. At the present time, for instance, the wholesale cost 
of regular gasoline is now almost 3 cents higher in Los Angeles than 
at the Texas gulf, and there is no justification for such a difference. 
Another example of the west-coast monopoly’s indifference to west- 
coast needs is found in the experience of the city of Los Angeles itself 
in 1956. In 1955 the west-coast majors had tankered tremendous 
amounts of fuel oil to the east coast where they were attracted by 
higher profit margins. Mr, Cousins, a representative of the city of 
Los Angeles, testified before the Senate Antimonopoly Subcommittee 
that the fuel-oil shortage in Los Angeles was near famine propor- 
tions and that the west-coast majors, because of their withdrawal of 
fuel oil, were unable to supply these needs. Mr. Cousins further 
testified that he had ascertained that the fuel oil could be bought at 
$2 a barrel in El Paso, Tex., but the published tariff rate for the 
transportation of that oil to Los Angeles would add the prohibitive 
amount of $4.65 a barrel to that basic price. 

In this same vein and despite statements made by the west coast 
majors that all is serene on the west coast and that they will always 
have adequate supplies to meet the situation, whether it be growing 
peacetime demand or the needs of war, it appears that in Worl 
War II the United States Government was forced to pay excess costs 
for the transportation of crude to the west coast by railroad tank cars 
in an amount more than enough to pay for the entire cost of building 
this west coast pipeline from the Permian Basin to Los Angeles. 
Again during the Korean emergency this pipeline would have saved 
the Government of the United States a million dollars a month in the 
cost of transporting oil by tanker to the Pacific area for the Caribbean 
and gulf coast. But as matters now stand, Mr. Chairman, in the 
unhappy event that this Nation should be plunged into another major 
war, even though that tragedy would make us overlook the cost of 
meeting the crisis, the fact remains that California can depend upon 
no supply of oil which would keep its refineries operating at maximum 
rates. All tanker movements must be ruled out as a reliable source 
of supply. California’s own production is insufficient, and there are 
no crude pipelines into California. 

I think that any citizen in this west coast area, who is made aware 
of these basic facts, will be shocked to know that California has been 
left in such a desperate defense jeopardy, and he will also be shocked 
to learn of the obstructions thrown into the path of the West Coast 
Pipeline’s project to prevent the correction of a free and independent 
source of crude oil which would give the citizens of this State the 
benefits of competition which have been denied them since the begin- 
nings of the oil industry here, and finally, I think it is clear that if 
this defense situation is not remedied, and quickly remedied, then in 
the event of war the estimated barebone civilian supply of oil products 
in fact cannot be supplied to civilian needs, and as the military de- 
mands mount, the incursion of that demand into essential civilian 
requirements will result in the death of hundreds of small businesses on 
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the west coast, not only those who market oil and oil products, but 
also those who are dependent upon oil and oil products for their 
operations, and I urge, Mr. Chairman, the small-business men and 
the general public to look long and hard at these basic factors and 
to face the reality that the west coast oil monopoly has put all of 
the people of the west coast in a very grave defense danger. The only 
way this situation can be remedied is for the people of ‘the west coast 
to protest to the Government of the United States and to continue 
to protest until this situation is cured. 

Need I remind you, Mr. Chairman, that time is of the essence. 
The need of a free and uncontrolled supply of oil and oil products 
on the west coast for its peacetime economy is readily apparent, and 
the hearings conducted by this committee demonstrated how harmful 
that monopoly is to the multitude of small-business people on the 
west coast. The need for a safe and adequate supply of oil in time of 

yar is even more important and more desperate. Surely this is a 

matter of grave concern for the people of California and for the 
Nation, and I hope this committee will take prompt and forthright 
action, and if the people of California understand what the major 
oil companies are doing to them, they will back this committee’s efforts 
to the hilt. 

That concludes my formal statement, Mr. Chairman. 

Mr. Roosevetr. Thank you, Mr. Morison, and I think at this point 
I should make it plain for the record that while, of course, any mem- 
ber of the committee has a complete right to state his opinion, in 
view of some comments made yesterday it would be important for 
the witness to understand that the condemnation made of the material 
at the beginning of the statement is not necessarily shared in by the 
rest of the committee. 

Mr. Mortson. I understand, thank you. 

Mr. Roosrverr. Mr. Morison, it is my understanding that the present 
status of this application of yours is that it is merely put aside for 
the time being. Is there anything as to any manner in which you can 
reprocess it or make a reapplication / 

Mr. Morison. Mr. Chairman, that is a very pertinent question, and 
I frankly don’t know the answer. A new head of the ODM has just 
gone in office, Mr. Gordon Gray. We have had preliminary confer- 
ences with Mr. Gray. He has assured us that he is not bound by 
his predecessor’s decisions. He has suggested that we present to him 
anew the facts of the situation and that it will be reviewed. 

Mr. Roosevett. Is it true that in the findings of the House Armed 
Services Committee the main point of their findings was that they 
did not feel it was so much a question as to whether you have proven 
your case for the need of the pipeline to the west coast, but rather 
that there was perhaps a need for a pipeline to the east coast also? 

Mr. Morison. Yes, sir; that was in part true. Keep in mind, the 
west coast pipeline project did receive a certificate for tax amortiza- 
tion, in other words, which could not have been granted to it if it had 
not been found to have been in the public interest. 

Mr. Roosrvett. I think that is important to put into the record. 
Mr. Netuis. I have the exact language if you would like to have 
it in the record at this point. This is the report by the Subcommittee 
for Special Investigations, directly bearing on Mr. Morison’s testi- 
mony, and it is signed by Congressman Hébert, and approved De- 
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cember 14, 1956, by the chairman of the Armed Services Committee 
of the House. The summary begins as follows: 


The existence of a pipeline west or east, either as projected or reasonable 
variations therefrom in being, would be a military resource. 


It goes on to state that: 


In terms of refining capacity and uses, reasonable men may reach widely 
different conclusions but that individual members of this subcommittee would 
feel more comfortable with a crude oil pipeline in being. So would the chair- 
man of the Joint Chiefs of Staff. 


The report goes on to say, however, that— 


The Defense Mobilization Director at that time held this matter over in abey- 
ance. The committee was interested in further action in that regard. 


It may be useful to have this report in summary in the record at 
this point. 

Mr. Morison. I might add this 

Mr. Roosevetr. Before you do that, the committee will make a note 
and place in the file of the committee the report referred to by coun- 
sel. 

Mr. Hosmer. May I ask counsel if the report in any way refers to 
the matter as it pertains to small business ? 

Mr. Newuis. No, this report has to do with military necessity, 
which is what the chairman was asking the witness about. 

Mr. Hosmer. Are we not proceeding a little far from our field? 

Mr. Roosrvetr. No, because I think the point of the witness, as I 
understood it, was that in case of military emergency, a lack of ade- 
quate supply for civilian needs would mean the destruction of all 
small-business enterprises. Am I correct ? 

Mr. Morison. That is precisely the point. 

Mr. Roosrvett. Therefore, on that ground, this is pertinent to the 
committee record. 

(The report referred to will be found in the files of the subcom- 
mittee. ) 

Mr. Roosevett. Mr. Morison, is it still a fact that without the cer- 
tificate of essentiality that you could not raise the necessary funds 
to proceed with the building of this proposed pipeline? 

Mr. Morison. It would be virtually a to do so, Mr. Chair- 
man. 

Mr. Roosrvett. Could you explain to the committee what the cer- 
tificate of essentiality means ? 

Mr. Morison. The certificate of essentiality which is provided in 
the Defense Production Act, which has been used a great many times, 
provides that upon a finding that a facility is necessary—not neces- 
sary, but essential—to defense needs, and that it cannot be feasibly 
provided by private capital, the Government is authorized to guar- 
antee, in effect to become an endorser, on the note for the financing, 
which simply means that in a project of this kind once the oil would 
start moving and the revenue is in, the Government would never be 
called upon to redeem that Joan because the revenue itself would pay 
it off, but it is the sine qua non of the financing from private sources. 
It is like the guaranty the Government makes on home mortgages in 
many other areas where financing is not available without the Gov- 
ernment’s guaranty, in the field of veterans’ housing and veterans’ 
needs. 














168 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Mr. Rooseverr. Along the same line, assuming that you receive 
this certificate and that then financing becomes available, how would 
you proceed if the refineries, the capacity of most of which is con- 
trolled by the majors, still would refuse to refine what you brought to 
California in your pipeline? 

Mr. Morison. Two things, Mr. Chairman, that we rely upon, and 
it is a studied judgment. Once you provide a free and independent 
source of high gravity crude, as you would bring from Texas—keep 
in mind, the California crude, and I believe one of the oil-company 
witnesses testified, is such a low grade of oil that their cost of re- 
fining with reference to the end products, say, of high octane gasoline, 
is very high. You would immediately be able to stiffen the back- 
bones of the so-called independent refiners today who are completely 
dependent upon the posted price set by the major oil companies. 

Mr. Roosevett. How many independent refiners are there in Cali- 
fornia today ? 

Mr. Morison. There are probably—of course, “independent” is a 
misnomer—but there are independent refiners, approximately 25 or 
30 of them on the west coast. 

Mr. Roosevett. Independent in the sense that they are independent 
financially, however dependent on the majors for their supply. 

Mr. Mortson. That’s right. Most of them do not own any Cali- 
fornia oil. In addition to that, Mr. Chairman, there is an announee- 
ment just recently made in the paper that a West German company, 
I believe it is called the Cal-Mex Co. seeing this situation, is seeking 
to come in here and establish a small refinery of approximately a 
capacity of probably fifteen to twenty thousand barrels of oil a bey: 
They are going to depend upon certain oil that they are able to buy in 
the open market in foreign fields. But once you supply a ready access 
of free oil which can be marketed competitively, capital has never 
been lacking to come and utilize the situation where a demand, as 
great as it 1s here, is in being, and you have a free and uncontrolled 
source of raw material. In fact, our people are willing to build 
refineries themselves. There is no problem—I am not an oil man, 
don’t let me mislead you, but the people in whom I have the greatest 
confidence, people in major oil companies, say there is no question but 
if this pipeline is ever built refinery capacity is going to be in- 
creased, and every bit of it will be taken. 

Mr. Roosevett. Mr. Morison, if I can summarize my own feeling 
of your testimony, what you are stressing outside of the national 
defense angle is that there is available to California today, and 
largely to the west coast, no independently owned and operated sup- 
ply of crude oil which in turn would encourage independently owned 
and operated refineries which in turn would make available a com- 
petitive source of supply to small-business dealers and other distribu- 
tors of petroleum products. 

Mr. Mortson. Precisely, Mr. Chairman. To give you an example 
of that, I am advised by the officers of my company that at the time 
they were bringing this project to the west coast majors to see if 
they would take a very minimum modest amount of oil, no more than 
30,000 barrels a day, they also contacted a great number of the inde- 
pendents. Most of them were obviously frightened by what situation 
they would be in if they would publicly commit themselves, but they 
did say orally and not in writing, “If you build this pipeline, we 
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will take all we can from it. We would be delighted,” and you are 
quite right—it is this independent source of uncontrolled oil which 
will make the difference. For instance, if you would recall, Mr. 
Chairman, I believe in the hearings you conducted in Washington 
you put to the assistant attorney general who is now in charge of 
the Antitrust Division in connection with this pending suit against 
the majors on the west coast the question of whether or not an inde- 
pendent supply of oil, if that were brought into the picture in Cali- 
fornia, would that have a substantial effect upon obtaining the objec- 
tives that the Government sought—and he said unquestionably. 

Mr. Roosreverr. That is correct. 

Mr. Steed ¢ 

Mr. Sreep. Mr. Morison, isn’t it true that throughout the midcon- 
tinent oil-producing area that there is a great deal of distress today 
because of lack of market for the oil available there? 

Mr. Morison. Yes, sir. 

Mr. Roosevevr. Isn’t it true that a lot of this is caused by the im- 
pact of foreign import oi] not only in the California area, but all over 
the country ¢ 

Mr. Mortson. Yes, sir; it is true. 

Mr. Roosrvetr. Isn’t it true that under the Interstate Oil Compact 
Commission regulations that most of the independent producers—all 
producers, including all the independents—in the midcontinent area 
are operating today under very severe restrictions of production quo- 
tas and that the domestic oil industry in that area is a sick industry 
because of this lack of market ¢ 

Mr. Mortson. It certaimly is, Mr. Congressman. It is an important 

oint to remember. For instance, in this Permian Basin area—and 
it is true in the midcontinent area generally—they are operating about 
15 days a month, and the impact of foreign imports, of course, is in 
part responsible for that. Another factor, I would like to advert to 
the record, in the Subcommittee on Monopoly of the Senate, they had 
a great number of Oklahoma independent oil people who testified 
about their situation along the lines you have suggested, but in addi- 
tion these people again are unable to market their oil because of the 
control of pipelines by the major oil companies. They are com- 
pletely bottled up, and if you take the impact of foreign importations 
plus the control of 100 percent of all the transportation medias by 
pipeline for oil in the hands of the majors, you see what a problem 
an independent oilman is up against. 

Mr. Roosrverr. I want to make one personal comment. For some 
8 years now, as a Member of Congress, 1 have been interested in this 
oil problem, rather to a great extent, and under both Democratic and 
Republican administrations I regret to say that I rarely find anybody 
in the policymaking level in the administrative branch of the Govern- 
ment that doesn’t have a historical background of relationship to the 
major oi] companies, where independent oilmen frequently find them- 
selves seeking help from the Government when the policymakers are 
on the other side of the table, as you mentioned here in your state- 
ment, and I think that that is an important thing to remember, that 
we do have much of that in the policymaking of our Government. 

Mr. Morison. Mr. Congressman, it is monstrous. I speak know- 
ingly of that as head of the Antitrust Division. I fought during the 
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Iranian crisis. I held up that thing for 6 weeks, and it was a bitter 
fight, but if you will advert to the record 

Mr. Roosevett. So there will be nothing partisan about this, I 
might say you were in the Department of “Justice during a Demo- 
cratic administration. 

Mr. Morison. I was, sir, and as the Congressman said, the very 
strange thing about the power of oil, it seems to make no difference 
what administration it is, the same thing obtains. 

Now, I just would like to supplement what you said, Mr. Congress- 
man, and maybe it would be interesting for the record in this, to be 
included a reference to the fact that the Monopoly Subcommittee of 
the House, in its examination of WOC’s, in the reports and hearings 
on that, which are quite detailed, found one of the most monstrous 
stories of the control of Government decision by oil. It is almost 
unbelievable, but there it is spelled out, chapter and verse. 

Mr. Steep. There is one important exception, in the President’s 
Cabinet Commission to study the problem of fuels, set up by President 
Eisenhower and which recommended that foreign oil imports be cur- 

tailed. In that instance independent oil producers were permitted 
to have a voice, and I think the fact that their findings were in a vein 
that would offer some help to the oil industry reflects the fact that in 
that instance they did go out and get a cross section of advice that 
reflected itself in the findings that the President’s Cabinet level Com- 
mission brought in. 

Mr. Morison. That is encouraging. 

Mr. Roosevett. Mr. Hosmer ? 

Mr. Hosmer. I will be very brief because I have spent a lot of time 
with you already, Mr. Morison. When you went to these New York 
bankers, you testify that they were willing to give you this loan—I 
presume, about $98 million—subject to the obtaining of this certificate 
of essentiality; is that right? 

Mr. Mortson, No. 

Mr. Hosmer, Or subject to the 

Mr. Morison. In the first instance we sought private financing with- 
out any Government support at all, and they were willing to grant 
that and take mortgages against the pipeline to be built, prov vided from 
a pipeline with a capacity of 450,000 barrels a minimum of 60 a 
day 

Mr. Hosmer. It didn’t have anything to do with a certificate of 
essentiality. 

Mr. Morison. None at all. As a part of that project we came to 
the private bankers with the certificate of necessity which had given 
a defense impetere to the project and of course that was useful in 
the financial pattern. 

Mr. Hosmer. At at later point in your testimony in response to 
questioning you said your own people were willing to build refineries 
themselves out here to take that oil. 

Mr. Morison. Yes—not all of it—450,000 barrels of oil. 

Mr. Hosmer. To take how much of it, the 60,000? 

Mr. Mortson. Well, if. the majors would have taken 30,000 a day, 
and even though no independents took another barrel, we would have 
certainly been able adequately to build refining facilities to take the 
remaining 30,000. 
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Mr. Hosmer. In other words, your people were not willing to build 
refineries to take the 60,000 minimum requirement. 

Mr. Morison. I am not saying we weren’t willing. Certainly as 
a matter of pure business project the main thing was to build a pipe- 
line. The question of building the refineries would be a necessary 
business project in order to assure the pipeline’s construction. 

Mr. Hosmer. When we were asking some questions before, you told 
me that later in your testimony you disclosed what the projected 
petroleum requirements for this area were, but I didn’t find that. On 
page 11 you state that the deficit is approximately 125,000 barrels. 
Then over on page 14 you state that the refining capacity is 200,000 
barrels a day in excess of what oil is available in California, but I 
would like to know, and I think it is important to know, what the 

yotential market is in the years ahead upon which you have been 
Stee the plans for this pipeline and its economic justification. 

Mr. Morison. All right, sir. 

Mr. Hosmer. If you don’t have that with you handy, I think you 
could supply it later. 

Mr. Mortson. I will give it to you right now. 

Mr. Hosmer. All right. 

Mr. Morison. In the first place, Mr. Chairman, I advert to the fact 
that there has been the most tremendous increase in consumer demand 
for oil products in the California area than almost any area in the 
Nation. It has increased 13 percent. That is the first factor, and it 
grows every day. In addition to that fact, refining capacity has in- 
creased since 1952 from about 1,100,000 barrels capacity to now about 
1,300,000 capacity, which is the impetus of this increasing civilian 
peacetime demand for oil. 

Now, every projec tion that you can make shows that curve of demand 
steadily, ste: adily increasing, and the oil companies are investing their 
dollars in refinery c apacity and in further importations of oil to meet it. 

Mr. Hosmer. That is what I was asking you for, those figures. 

Mr. Morison. What further figures ? 

Mr. Hosmer. What are the demands for 1958, 1959, 1960, 1970, and 
so forth, upon which you are basing the economic necessity for this 
pipeline ¢ 

Mr. Morison. Well, Mr. Congressman, I don’t have—— 

Mr. Roosrveir. Could I interrupt for a minute? I understood your 
testimony to be that the economic necessity is here and not dependent 
upon a projected figure. 

Mr. Morison. That is precisely what I was going to say. 

Mr. Hosmer. He wants to make up the deficits out of his pipeline, 
and the major oil companies want to make up the deficit out of their 
tankers. Thatisanargumentthere. I am talking about the consumer 
now. 

Mr. Morison. I don’t get your point. You are talking about the 
consumer in what ? 

Mr. Hosmer. Well, you have told us the terrible necessity of this oil 
to be put into California to take care of future need. 

Mr. Mortson. Present needs. 

Mr. Hosmer. I know. That is quibbling about who is going to sup- 
ply present needs. Present needs are being supplied, either by tanker 
or otherwise, irrespective of the fact you say it is costing too much 
and so forth. 
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Mr. Morison. Mr. Congressman, are you satisfied with the present 
ways in which that is supplied ? 

Mr. Hosmer. I said that that is immaterial. I am asking you the 
questions anyway, sir. But you have been talking and basing the re- 
quirement of this pipeline—it is going to be a future pipeline, take 
several years to build it anyway, isn rtit? 

Mr. Morrison. No, sir. This pipeline can be built in 3 months. 

Mr. Hosmer. You have all the rights-of-way cleared and every- 
thing? 

Mr. Morison. Yes, sir. No trouble on rights-of-way, no trouble on 
steel. 

Mr. Hosmer. It hasa capacity of—what is it ? 

Mr. Morison. Total capac ity of 450,000 barrels a day. 

Mr. Hosmer. You have to sell 60,000 barrels to make it pay. All 
you wanted to do, you told me, was to sell 60,000 barrels, but vou must, 
if you are going to build it to a capacity of 400 and some thousand 
barrels a day, have some economic statistical calculation upon what 
the future requirements for this part of the country are going to be 
upon which you determine the diameter of the pipe. 

Mr. Morison. Right. We do have that. We have reliable oil people 
whose judgment my people rely upon to estimate that within the next 
5 years the refining capacity in the State of California alone, where 
93 percent of the total west coast refining capacity is located, will be 
near 1,500,000 barrels of oil a day. 

Now, if you are faced with the fact that their California production 
is now at the rate of 930,000 and the further fact that the present 

market is attractive for independent oil because of its rigidity in price, 
the most elemental thing of the market, if you find a controlled price 
area where consumers are getting no benefits of competition, that is— 
and supply situation exists here—what better way for a business ven- 
ture than to go in there and compete in price. 

Mr. Hosmer. Mr. Morison, you are a very good lawyer, a very able 
one, but you are not answering my question ? 

Mr. Mortson. In what way have I not answered? You asked me—— 

Mr. Hosmer. I am asking you about the requirements for oil, for 
petroleum, and you translate and try to give me an answer on refining 
capacity. 

Mr. Mortson. Yes. 

Mr. Hosmer. I am going to abandon this, Mr. Chairman, because I 
don’t think I can get anything out of him on that. 

Mr. Rooseverr. I think the record should show, though, that the 
witness did say that the increased refinery capacity needs would be 
1,500,000, am I correct? 

Mr. Morison. Quite right. 

Mr. Roosrveir. Over what period? 

Mr. Hosmer. He hasn’t said—we haven’t got it in terms of what im- 
pact the development of refineries in the Northwest part of the Pacific 
coast is going to cause any reduction of requirement here, and so forth. 
It is wide open. The witness apparently doesn’t have all these eco- 
nomic things, and there is no sense my questioning him further on that. 

Mr. Morison. You are quite wrong, and I would like to address my- 
self tothat. In the first place, in my testimony earlier I pointed out in 
the Pacific Northwest, with the building of 200,000 gallons capacity in 
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refining, it will be an area of self sufficiency. Prior to 1955 it was the 
one area on the west coast that was really without any oil resources. 

Mr. Hosmer. And it was getting its refined product from California. 

Mr. Morrison. It was getting it from California and then later by 
the Yellowstone and Salt Lake 

Mr. Hosmer. Now you are going to be relieved of supplying the 
Northwest. 

Mr. Morison. Not only relieved, but there will be a maximum 
take of the oil from Canada in the Puget Sound area. That 
will take all that pipeline can carry, and that will be consumed in the 
Northwest, so there is no—unless the majors are prepared to build a 
pipeline from the Canadian border to the Los Angeles and San Fran- 
cisco areas, there will be no available Canadian oil. 

Mr. Hosmer. I understand, but the load of supplyimg the North- 
west has been relieved from the California refineries; therefore, that 
capacity can be put to supplying some needs around here, isn’t that 
correct ¢ 

Mr. Morison. Even as they are doing today, that deficit between 
the oil that they have and their refining capacity is approximately 
250,000 barrels a day. True it is, you say, it is being supplied. 

Mr. Hosmer. It is 125 according to your—127 or 257, according to 
the imports for April. 

Mr. Morrison. 125 is the figure January for an average for the 
year. The latest weekly average figures are about 300,000. But that 
deficit is there, and we know that the consumer demand is increasing. 

Mr. Hosmer. Certainly the country is growing. I was just trying 
to find out how much, and I am afraid I can’t find it. Let us move 
on to something else. 

Mr. Morison. Let me put one postulate on it. I don’t want to 
abandon that, because I think you are putting an inference on what 
I have said or not said that is not correct. I asked you if it is not 
a very significant factor as to the feasibility and desirability profit- 
wise that the people who are supporting this pipeline are prepared 
to put in excess of $22 million of their own capital into that project. 

Mr. Hosmer. I think—as a matter of fact, I would like to see a 
pipeline out here, but I am trying to find out some things about this 
pipeline, whether some of the things behind it are as you have alleged. 
There is one question that bothers me very much, Mr. Morison, and 
that is the fact that yesterday these witnesses came in and told us 
that this gasoline situation in California, for the retail fellows that 
have the pumps, is in bad shape because the boys that have the places 
for the major stations find this competition from the private brand 
operators and that these private brand operators get a portion of their 
gasoline from the major companies, and they get another portion of 
it from the independent refiners. Now, you bring this oil in from 
Texas, and the independent refiners refine it and put it into the hands 
of the private brand operators, and maybe there is an awful lot here, 
and maybe we just throw our local retail gas market into chaos. 

Mr. Mortson. Let me ask you 

Mr. Hosmer. I wonder if you thought about it or what your 
authorities are. 

Mr. Mortson. I put this in the postulate, of what I think the com- 
mittee’s inquiry is about. It is interesting, what has happened to 
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small business in this area. If you believe and if you are aware of 
the record of competition, then you will know that such an event as 
you suggest, the incursion of new and uncontrolled oil in competition 
with the majors, confusion in the long run, such a thing for the con- 
sumer and the dealer himself would mean that you would have com- 
petitive prices and that the retail dealers would be free for the first 
time in their history from the absolute control of their profit and 
operation by the major oil companies. Now, keep in mind, 85 per- 
cent of your retail outlets in this State are owned by the majors; 
85 percent of them owned as against these so-called private brand 
operations 

Mr. Hosmer. You mean owned and operated, or you mean owned 
and leased, or what? 

Mr. Mortson. I mean owned under the broad terminology of the 
lease purchase arrangement and some directly owned and operated. 
For instance, in the Richfield case they own—I have forgotten the 
figure—a certain amount are outright owned. 

Mr. Hosmer. Then you figure the lessee would be aided and as- 
sisted by the private brand operator having more gasoline, is that 
right ? 

Mr. Morison. The only thing I say is that the only method I know 
by which the broad economy of any area can be served is by compe- 
tition. 

Mr. Hosmer. That’s right. 

Mr. Morison. Now we haven’t got competition. You say there is 
trouble occasioned by private brand people, but has the price of oil 
products in the west coast area over the years had any real substantial 
deviation? You will find a daily variance in pump prices. 

Mr. Hosmer. That’s right; that’s right. I was trying to get this 
point about the poor retailers are always involved in price wars, and 
I just wondered if they had any effect on it. You apparently say we 
will have so much competition that all the prices will be stabilized 
or something, and everybody will get along all right. 

Mr. Morison. No, I did not. I said the opposite of that. I said 
the history of competition shows that where you have free competi- 
tion in the long run first the consumer is benefited because he has com- 
petitive prices; second, the business people themselves who are retail- 
ers of the product are able to prosper because they have their own 
destinies as retailers and marketers in their own hands. That has been 
the history of competition since the enactment of the Sherman Act 
in 1890. 

Mr. Hosmer. Just one further question then: Your arguments for 
this pipeline on the basis of national defense are on the basis that 
whatever wars we would have in the future would be of a World War 
II type, a long, drawnout war, rather than one of these sudden-death 
operations, is that correct ? 

Mr. Morison. Well, Mr. Chairman, on that, I am not a military 
expert, although I served 5 years in the Marine Corps in the Pacific, 
but I am merely taking as a factor in this problem the very obvious 
problem that would arise in any kind of war. 

Mr. Hosmer. They talk about a 30-day war now, you know, these 
people in the Pentagon. 

Mr. Morison. I understand. 
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Mr. Hosmer. Those arguments of yours wouldn’t be applicable to 
an event of that cataclysmic suddenness and termination, would it? 

Mr. Mortson. I don’t know. I know the published intelligence 
reports tell us that your Russian submarine fleet, which is the largest 
in the world, lies off the Pacific coast, have been seen in Hawaii, the 
Canal Zone, Carribean, off Coco Island, where our guided missiles are 
being tested. I know that is a threat, an attack move, 30-day war, or 
10-day war, but I am talking about the projection of the Joint Chiefs 
of Staff in this armed services meeting, which is found on page 954 
of the hearings of the subcommittee of the Armed Services Commit- 
tee, and there they make a projection. 

Mr. Hosmer. In answer to my question, you figure whether it is 
a short war or long war, the argument is the same, is that right? 

Mr. Morison. It is a question of degree. Of course it is. If you 
cut off the supply of oil 

Mr. Hosmer. That is all I wanted to know. 

That is all. 

Mr. Roosrveitt. Mr. Brown? 

Mr. Brown. Mr. Morison, I think this is a true statement, that 
competition is the lifeblood of our American system, and I personally 
am very much in favor of getting more competition into a lot of 
different business, but I just wonder a little bit and wish you would 
reason with me and think with me for a little bit about how practical 
your thinking is on this. I am wondering if you are thinking in 
big enough terms to bite off this big chunk that you are going to try 
to bite off. For instance, just building a pipeline from the Permian 
Basin in here is just part of the story, as you say. Then you mention 
that you are prepared to refine this gasoline. Are you prepared to 
refine it all? 

Mr. Morison. No; I did not say that, sir. I pointed out, we had 
an initial and desperate problem. When we started for our private 
financing we knew that we had a commitment for the transportation 
of that oil from the Permian Basin here for 60,000 a day. That would 
finance the entire private loan. We were willing—we were quite 
satisfied if we could get 30,000 of that committed by the majors, and 
if the independents did not 

Mr. Brown. But they turned you down. 

Mr. Morison. They turned us down. But if the independents took 
none, we felt that we would be able to erect refining capacities. of 
our own to take up any deficit in order to get the private loan financed. 

Mr. Brown. In other words, you are talking about bringing 60,000 
barrels a day into this area from the Permian Basin. Or are you 
talking about bringing more in? 

Mr. Morison. That was the basic commitment that we had to agree 
to in order to get the financing. Of course we wanted to bring to 
the total amount of capacity of the line, because obviously if you are 
in the transportation business, you want that line fully loaded with 
your cargo. 

Mr. Brown. Getting it in here and selling it are two different 
things. We had testimony from a man here yesterday who says that 
his company sells about 5 percent of the total oil products sold out 
here and that in order to do it they have $155 million worth of filling 
stations. Are you thinking in terms of refineries and filling stations 
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to move it in addition to maybe getting eventually some oil wells in 
the Permian Basin? 

»Mr.-Morison. No, sir. Our thinking is not that. We have to take 
each one step separately. We are oil people, and we know that where 
a market situation exists as it does in California, that if you provide 
a free source where there is no free source here at all of crude oil—the 
basic raw material—as oil people and knowing the history of oil and 
having been a part of the history of oil, we have no concern or worry 
about the ability of that oil to be taken here. 

Now let me tell you why. There is great available private invest- 
ment capital eager for investment in situations of this character. The 
fact that so-called independent refiners exist today here—and their 
capitalization is substantial—indicates that despite the fact they have 
no control over the sources of their raw material, yet they are willing 
to risk their capital as refiners and marketers to get in the business. 

Mr. Brown. Yes, sir, and may I add, Mr. Morison, that this com- 
mittee has had some testimony previous to this showing that that is 
quite a growing field, independent refining, and independent market- 
ing of unbranded products, and it is growing, and it may be the best 
opportunity—in my opinion, at least—for small business in this field. 
But now we had one independent refiner right from this very area that 
you are talking about, the Permian Basin, and you speak of all these 
independent oil producers down there, and he is right there in the 
middle of them, and yet do you know where he buys his crude? 
Seventy-five percent of it he buys from the major companies. You 
remember, Mr. Chairman, that testimony. 

Mr. Mortson. He is a refiner. 

Mr. Brown. He isa refiner. Do you know where he sells 75 percent 
of his production? He sells it to the major oil companies. 

Mr. Mortson. That may be a very profitable private arrangement. 
That is perfectly possible. 

Mr. Brown. What I am talking about, what you have said to me, 
at least, Mr. Morison, is that you are not talking about a demand for 
oil on the west coast that is greater than the supply. You are talking 
about a demand for oil that is greater than the domestic supply. 

Mr. Mortson. Correct. 

Mr. Brown. Now, you mention that one of the reasons why they 
bring in this oil, import it into here, is that they are making more 
money on it, right? 

Mr. Mortson. Yes, sir. 

Mr. Brown. Now, suppose you have your pipeline, and suppose 
you have some refining facilities, and you bring the oil in, and you 
have to pay the going crude price in the Permian Basin or the inde- 
pendents won’t sell it to you, and suppose you get it out here, and then 
the major oil companies who have these filling stations to move the 
product and who have the refiners to crack it and so forth, suppose that 
they just drop the price because they have a potential there to do it 
with the imports that they are bringing in. 

Mr.’ Mortson. As an antitrust lawyer, Mr. Congressman, that would 
be a delightful event for me because I would take them on treble dam- 
ages, and I would take them awfully quick. That is prohibited by the 
antitrust laws, and any such move would be, of course, immediately 
challenged. 
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Mr. Brown. I am not a lawyer, Mr. Morison. 
Mr. Morison. I understand. 
Mr. Brown. But if a man brings in a product that has cost him less 
in Venezuela or the Middle East or wherever it is, and he gets it into 
the United States, and he has less cost on it, can he, if he decides to 
pass that on—you were criticizing them a while ago for not passing it 
on: 

Mr. Morison. That’s right. 

Mr. Brown. Suppose after you get your pipeline built that they 
decide to pass it on? 

Mr. Morison. Let me tell you in the first place, Mr. Congressman, we 
can bring west Texas crude oil from the Permian Basin and charge 50 
cents a barrel for transporting it and bring it into the Los Angeles re- 
fineries cheaper than the California posted price. Now, mind you, 
there is a factor which is going to intefere with these majors making 
such a decision as that. That is the old time ruthless manner, you 
know, cut your competitor’s throat where he is weakest. They have 
some other factors. One is the antitrust laws, and these people are 
not insensitive to antitrust. I don’t know any group of people that 
have had more experience in court because they have been sued about 
it. And the second thing is, I cited the fact that 48 percent of the 
California oil is in the hands of independent parties who sell—their 
only source of selling is to the majors. Now they can’t suddenly and 
dramatically, after having for years had a controlled and posted price, 
tell these independents who supplied to their refineries 48 percent of 
the California oil, “We are going to suddenly lower your price,” be- 
cause they would face a treble damage action from them. Thank God 
for the antitrust laws because such a ruthless prevention of the intro- 
duction for the first time of competition is at hand, and all I wish to say 
in conclusion on that point is that I still go back to a pretty persuasive 
American economics theory : If my people are able, willing, and ready 
to come up with $22 million worth of their money on this project, they 
must have serene confidence in their ability to not only transport this 
oil but to market and increase their marketing potential. 

Mr. Brown. Mr. Morison, let me point out that I am not disputing 
whether you have a good cause or not. 

Mr. Morison. I understand. 

Mr. Brown. All I am saying is—you have set out here to prove that 
there is monopoly—well, maybe there is. The court is going to rule on 
that. At any rate, competition would be a healthy thing. 

Mr. Morison. Yes. 

Mr. Brown. I think we are agreed on that. I am wondering—here 
this committee is exploring the possibilities of getting more competi- 
tion into the various fields of it, and it is my opinion from just what 
[ heard that the heart of it lies out here in the ability to sell that prod- 
uct, to move it, because we have had ample evidence to substantiate the 
fact that if a filling-station gets a good location and can sell the prod- 
uct, he can buy oil even from the majors, buy almost the same product 
that they are selling out of their own pumps, if he can get: the location 
to move it. In other words, to get this monopoly and hit it like that 
[indicating], I believe that it is going to have to be not only at the 
production level and the pipeline level, but also at the distribution 
level, and I just. wonder if that isn’t a lot more than $22 million. 
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Mr. Roosrvert. Would my colleague yield at that point for a 
minute? I think the committee had some interesting testimony in 
Denver. It was pointed out that there was capital available on the 
retail level, and there was also capital available on a completely in- 
dependent integrated level from—what is the name of the gentle- 
man we listened to in Denver—Mr. Stringer, of the Oriental Re- 
fining Co., is the example of it—and I think we have evidence that 
where an independent supply was available, that whereas today the 
financing of the stations has to be done by the larger oil companies, 
nobody else will do it; that if the independent supply was avail- 
able, there would also be available capital, which would mean that 
the necessary capital would not be tied up in one spot, and I think, 
as I understand the witness, that is what he is relying on coming 
into the picture. 

Mr. Morison. That’sright. I think your point is well put. 

Mr. Brown. Mr. Chairman, my only point is, I think, as the Den- 
ver hearings pointed up, if there is more even at the refining and 
distribution level, then it will automatically lead to more pipelines 
to the source of supply, and that that competition—that it has to 
start there rather than back at the supplier. 

Mr. Roosevett. I think it is the chicken and the egg. 

Mr. Brown. Yes. 

Mr. Morison. I think you have made a good point, sir. I mean, 
this oil industry and all of the aspects of it are very complex, but if 
you are going to get real competition, you are right; it has to start 
first at the raw material, just like iron ore, just like coal, just like 
any product. It must start first there. Then in every other process, 
the refining, the transportation, the distribution, all aspects, if you 
are going to really free yourself of monopoly, you have to have 
competition, but you can’t have any of it work competitively if you 
ignore the basic raw material, and to that thinking, of course, I have 
been addressing myself, and I believe—and the history of compe- 
tition in many industries has shown—some of the early antitrust suits 
which freed the basic raw material—take aluminum. There is a per- 
fect example. If you had the Government’s case in aluminum—and 
of course as an effective thing I might point out that although the 
Government tried that aluminum case for years and maybe if they 
had gotten from Judge Knox the decree they wanted in all respects, 
it would have been years before private capital could have been 
drawn into the area of production, but when the Government by 
wartime demands gave financial support to Kaiser and to Reynolds 
to build production, we had competition. 

Mr. Brown. Mr. Morison, I think the aluminum picture is one of 
the living examples of all time of what competition can do in an 
industry. Let me point out, though, for the record that there is 
a little difference. There was a shortage of aluminum. 

Now, Mr. Steed pointed out that in the midcontinental fields we have 
oil running out of our ears, crude oil, and there is also a great potential 
of oil that can be brought from all over the world. Now, it may even- 
tually run short, and our reserves may be depleted to a point where we 
will wish we had more, but as of the moment it seems to me that as far 
as the basic raw material is concerned, the crude oil, there is certainly 
an ample supply. 

Thank you, Mr. Morison. 
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Mr. Roosrvetr. Mr. Nellis? 

Mr. Ne.us. I havea few brief questions, Mr. Chairman, 

Mr. Morison, in view of your last statement, would it be an accurate 
description of your proposed company to call it a small business in the 
pipeline business ¢ 

Mr. Morison. Well, of course, a lot of people will laugh at it, people 
who are owners of large— but in fact, in comparison with the oil indus- 
try as a whole, they are small- business men. 

‘Mr. Netxis. I think that should be brought out on the record. You 
would be serving small refiners; would you not ? 

Mr. Mortson. Yes. 

Mr. Neus. With the product. 

Mr. Mortson. We would want to serve independent refiners; we 
would want to encourage more independent refineries to be built. 

Mr. Netuis. Now, in view of that fact, why did you ask the major 
companies to take—I think you said 60,000 barrels—you asked them to 
take 30,000 barrels of that as a commitment. 

Mr. Mortson. Because we were not so naive as not to know that if we 
went to independents we would get nowhere because they are in Califor- 
nia absolutely dependent upon. the majors, so we went to the majors and 
said, “You have a shortage in oil today. You are using very low 
gravity crudes, which is unprofitable i in its return. We can bring a 
very high gravity sweet oil here which will make your profit as a 
refiner much greater. Will you take it?” 

“No, we are not interested.” 

Mr. Neus. Did you get any firm commitments from any of them ? 

Mr. Morison. Only to this extent; several of the—and Mr. Glasco 
could tell you more about that than I can—did indicate, not in writing, 
but in verbal conversation, “If you build this pipeline, I will take all 
the oil I can get from it.” 

Mr. Neus. You encountered some reluctance to get that in writ- 
ing? Was your answer yes or no? 

Mr. Mortson. Yes; yes, indeed. 

Mr. Neus. I want to ask you one concluding question about whole- 
sale prices. We have had a good deal of testimony before this com- 
mittee concerning the difference in the price structure at the wholesale 
level, depending \ upon difference in function and difference in origin. 
Are you familiar with Platt’s Oilgram Price Service? 

Mr. Mortson. Yes, Lam. 

Mr. Neuuts. What is that ? 

Mr. Morison. Well, the Oilgram is the only media that I know of 
that is relied upon by "all of the major companies in all aspects of the 
oil business to report the price situation at all levels of the industry. 

Mr. News. I have here Platt’s Oilgram Price Service, New York 
edition, dated April 19, 1957, and I w ant to ask you, if you know, to 
explain the difference in the so-called gulf- -coast price for 84-octane 
regular gasoline where the tank-wagon price has ranged from 10.75 
cents to 11.25 cents, and then I notice that on the California price side 
the same gasoline sells at 17.1 cents in Los Angeles and 17.6 cents in 
San Francisco, and I will bring this down to you and ask you whether 
or not you can tell the committee what accounts for this difference in 
these wholesale tank prices. 

Mr. Morison. Well, there is no explanation, Mr. Nellis. as to that 
difference. Now let us take the situation. Los Angeles has a great 





180 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


refining complexion, it is near the Pacific Ocean. ‘There is a great de- 
mand in the area of Los Angeles for oil and oil products. Houston, 
Tex., is a great refining center in Texas. It draws its oil by pipeline 
from the Permian Basin and other areas; it is on the gulf and has use 
of tanker facilities for transporting their oil. There is no reason that 
I know of why there should be a spread between the same type octane 
rating gasoline at the wholesale price—I believe these figures 

Mr. Roosevecr. A little better than 6 cents. 

Mr. Morison. A little better than 6 cents. I understand on—again 
IT am not an oilman—I understand that some testimony was heard 
yesterday to the effect, in support of my proposition, that California 
crude is a very low yield. 

Mr. Rooseverr. As compared with Texas. 

Mr. Morison. As compared with Texas. 

Mr. Rooseveur. There was some such testimony. 

Mr. Neuuis. Mr. Chairman, maybe there is somebody in the oil busi- 
ness here who can tell us that. 

Mr. Roosevet. I think I am going to have to rule that I don’t think 
the witness is competent. to testify on that particular testimony. 

Mr. Nexus. I asked him if he knew. However, other people in the 
room may be able to answer. 

Mr. Hosmer. There isa gentleman out there. 

Mr. Perry. I believe you will find the—— 

Mr. Roosrveir. Could you identify yourself ? 

Mr. Perry. Joe W. Perry, with Hancock Oil Co. 

Mr. Ne.uis. He isthe next witness, Mr. Chairman. 

Mr. Perry. I believe you will find those are tanker prices, gulf cargo 
price for 10.75 prices, and the other one is a tank-wagon price. 
| Laughter. | 

Mr. Neturs. Let me have another look at this. 

Mr. Morison. That is right. 

However, I believe, Mr. “Nellis, that a nearer comparison is that the 
rack price of California is 13.6, and that i is, I believe, at the refinery 

rice. 

(The Platt’s Oilgram referred to is as follows:) 


California prices 


Los Angeles district | San Francisco district 


Tank Tank car Tank 
truck ! 


Rack Tank car 


| 

96-97 Oct. Premium x(3)16,4-16, 7(3) | | X%(3)16.4-16,7(3)x 20.3xb |- 
93 Oct. Premium. - : x15.8(! 5) 15.8(5)x | | 
84 Oct. Regular_._.._...-..| 13.6(5)x 17.1(2)xb | 
40-43 w. w. Kerosine__..__. : : 15(2) | 18.5(2) | 5. 5(2) 

Stove Dist. (PS 100)... ___- ; 10.5-14.7(2) | 15,2(2) | 5. 5. 
Diesel Fuel (PS 200)_...._- (2)10-11.; 10-13,.2(2) | 13.7(2) | 3.7(3 14,2(2) 
Light Fuel (PS 300)__..__- (2)$3.25-3. 65 {...--- : 3. fe eae 
Heavy Fuel (PS 400) -- | (4)$2. 70- 3. (4)$2.70-3.05 .---| $3,05-3.13 S4cdaased 


1 400 gallons or more, 


Mr. Netiis. What is the rack price at the gulf coast? 

Mr. Morison. This is a cargo price, and it doesn’t give an equivalent 
rack price, and that, of course, is in large quantities, so it may be that 
this represents a lower price than an equivalent rack price on the 
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west coast, but if you take the two, between 10.75 and 13.6, you have 
almost 3 cents difference in price. Whether that is justified because 
of the lower crude returns here on California oil, I do not know. 

Mr. Roosrve-r. Counsel, I am going to have to rule, I don’t think 
Mr. Morison is qualified to give opinion on these points. I think Mr. 
Perry might be, and if you want to ask Mr. Perry to explain these 
differences, that is perfectly all right. 

Anything else? 

Mr. Neus. No, sir. 

Mr. Rooseveitr. Mr. Morison, I just want to let you go with one 
observation: As far as I am concerned, I think the most interesting 
part of your testimony to this committee is the situation in which the 
individual consumer or citizen of California is left, and I would 
certainly view with a great deal of alarm a situation which, if it is as 
you have described it to this committee—and if it is not, certainly we 
will ask other people to come forward and give us information on that 
point—but for citizens of California to be in a position where they 
could be strangulated in case of a national emergency, where every 
small business would be at the complete mercy of the kind of a setup 
which you have described, it seems to me is a very serious situation 
and one in which the committee and the whole Congress should be 
apprised and should take steps to see what could be done about it. 

I feel also that in relation to the question of my colleague, Mr. 
Hosmer, that as to the potential future market here, if there is any 
question in anybody’s mind about the present growth of the popula- 
tion and the needs and the future needs of petroleum products in 
California, that there is plenty of future market coming into this 
area, I think the chamber of commerce would be very glad to supply 
the facts, because I think they are very clear. 

Mr. Hosmer. Mr. Chairman, Jet me say, it is a question of how 
much and when and precisely what will cause an enterprise to succeed 
or go into bankruptcy. That is the information I was trying to get, 
and obviously the witness didn’t have it. 

Mr. Roosrverr. I think it is available, and I think it is available 
through the projections of the chamber of commerce and other agen- 
cies in California considerably ahead, and if the witness feels that he 
wants to supply it in greater detail in answer to Mr. Hosmer’s ques- 
tions, of course we will be very glad to receive any additional informa- 
tion you want to give us. 

Mr. Morison. Thank you. 

Mr. Steep. Mr. Chairman, in the computation of the Congress, the 
highway program and the setting up of the trust fund to pay for the 
41,000 miles of superhighways, the estimates of anticipated incomes 
into the trust fund were based on the fact that they expected the na- 
tional demand for oil products to go up some 4 percent a year. There 
have been years when the increase has amounted to as much as 6 
percent, and I think historically we know that year by year the na- 
tional demand for oil products does have a very steady increase, and 
all the authorities I have heard on it assume that this increase is going 
to continue. 

We have some 62 million motor vehicles using our highways today, 
and they estimate that in another 10 years it will go up to probably 
90 million motor vehicles, and that will, of itself, create quite an 
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additional new demand for petroleum products. I don’t think any- 
body questions the fact that these increases are quite normal and 
will continue for a long time to come. 

Mr. Roosrvert. Well, thank you, Mr. Morison, very much for your 
appearance before the committee. 

Mr. Berminenam. Mr. Chairman, could I ask leave to submit a 
paper on this subject ? 

Mr. Roosevert. Would you identify yourself, please? 

Mr. Bermincuam. My name is Paul Bermingham. I am general 
counsel for General Petroleum Corp. Perhaps just a word would 
be in order about the background of the paper. May I make a brief 
statement on the subject ? 

Mr. Roosrvetr. Frankly, if you want to submit 

Mr. Brrmincuam. I just want to tell you what the paper is. 

Mr. Roosevert. Yes. We will be glad to give you about 3 minutes, 
Can you do it in 3 minutes? 

Mr. Bermineiam. Yes, I can. In 1955 when the House Armed 
Services Committee held hearings in Los Angeles, Mr. Robert Minck- 
ler, president of General Petroleum Corp., appeared before this 
committee and submitted an economic brief opposing the building of 
this pipeline. Here in March this year when Mr. Morison let go a 
similar blast before the O’Mahoney committee in Washington, “Mr. 
Minckler asked leave of that committee to bring his 1955 argument 
up to date, and leave was granted and that argument was submitted 
to the O’Mahoney committee, and I think to complete your records 
here we would like to ask you to take this argument. 

Mr. Rooseveir. We will be very happy to take it, and we appreciate 
your bringing it to the committee. 

Mr. Bermixcuam. I think Mr. Hosmer would be particularly inter- 
ested in it, because it attempts to take up to 1961 the supply-and- 
demand figures as we see them here on the coast with figures on refinery 
capacity and sources of products. 

Mr. Roosrevett. Thank you very much, sir. We will make it a 
part of the record at this point so that it may follow the testimony 
of Mr. Morison. 

(The documents referred to are as follows:) 

GENERAL PETROLEUM CorpP., 
April 10, 1957. 
Hon. Joseru C. O’MAHONEY, 


Senate Antitrust and Monopoly Subcommittee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR O’MAHONEY: On March 22, 1957, your committee heard testi- 
mony of Messrs. L. M. Glasco, W. M. Studdert and H. G. Morison, representing 
the West Coast Pipeline Co., which has for many years been engaged in attempts 
to secure a certificate of essentiality for the construction of a crude oil pipeline 
from west Texas to southern California. All of these attempts have been un- 
successful. 

These repeated failures have been due to the total lack of merit in the pro- 
posal. In their testimony before your committee on March 22, 1957, the wit- 
nesses made no serious effort to justify Government expenditures to support the 
project. Their testimony consisted almost entirely of attacks on the alleged 
motives of west coast oil companies, concerning which the witnesses certainly 
have no first-hand knowledge: of listing unproved charges in a pending anti- 
trust suit: of attacks on the numerous governmental agencies which have failed 
to approve their project; of other matters wholly unrelated to the advisabiliy 
of spending public funds for the purposes proposed. 
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At hearings before the Subcommittee for Special Investigation of the Com- 
mittee on Armed Services, House of Representatives, in July 1955, I testified on 
behalf of Western Oil & Gas Association in opposition to the use of public funds 
or credits to promote this project. Similar opposition was expressed by repre- 
sentatives of the Oil Producers Agency of California, the San Joaquin Valley 
Oil Producers Association, and the Independent Refiners Association. These 
associations represent practically the entire California crude oil producing and 
refining industries. 

For the purpose of bringing my previous statement up to date there is attached 
a discussion showing the present (1956) and projected (1961) oil supply and 
demand situation in the Pacific coast area, under peace and war conditions, which 
demonstrates that there is no present or prospective need or use for a crude oil 
pipeline from west Texas to southern California. If and when such need does 
arise, I feel sure that private industry will be ready, able, and willing to under- 
take the project. 

Yours very truly, 
R. L. MINCKLER. 


PaciFIC COAST PETROLEUM SITUATION 


Chart I: For the past several years District 5 has been undergoing a period 
of transition from that of an area of adequate or surplus supply to an area in 
which demands are continuously exceeding indigenous supplies. Through its 
own efforts the petroleum industry has provided facilities to meet the grow- 
ing requirements from supplementary sources of supply. The development of 
crude and product pipelines into district 5 from Canada, the Rocky Mountains, 
and El Paso beginning in 1950 has been a major contribution. In 1956 these 
adjacent sources supplied 36,000 barrels daily of products to district 5, with the 
Yellowstone pipeline operating well below capacity. In addition, about 20,000 
barrels daily were received by rail and truck shipments. The Trans Mountain 
pipeline moved about 51,500 barrels daily of Canadian crude to refineries in the 
Seattle area, and also made available 16,400 barrels daily to California refineries 
by tanker delivery. In 1956 the west coast petroleum industry also imported 
about 112,000 barrels daily of crude oil from outside sources other than Canada 
which represented 8.7 percent of total district 5 supply. 

The outlook for the future (1961) based on existing capacities and announced 
expansions indicates a continuation of the expansion of peripheral sources of 
supply. Planned increases in throughputs are: 


[Barrels daily] 


| Additional 

bs aay al | availability, 

Pipeline | 1961 capacity 
Capacity Actual versus 1956 

throughput | | throughput 


| | 
Trans Mountain ! | 110, 000 68, 000 | 225, 000 | 157, 000 
Four Corners as a Jide Siiud 2 60,000 | 
Salt Lake__..-. aiiblaie : vem 22, 500 20, 000 30, 000 
Yellowstone * 30, 000 6, 000 é 


Southern Pacific ; : 13, 000 
Total at > ‘ 
1 
1 Available to district 5. 
2 Ultimate capacity 160,000 barrels daily. 


10, 000 


s Tacs 


een nas, 
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Another trend in the changing supply pattern which is evident from the chart 
is the growth of refinery capacity in the Pacific Northwest. Although some refin- 
ery expansion is planned in the Los Angeles area, the major growth will be in 
other areas. Projected increases are: 


! 
Capacity in operation | Estimated capacity in 
Jan. 1, 1956 Planned operation Jan, 1, 1961 
RD | additions, | 
| barrels | 
Percent of daily Barrels daily | Percent of 
total total 


pela tilicaiias tala dats Lemcsnllebiatehatihiin Lies La 


Pacific Northwest ____- 5, 150, 000 245, 000 
§ 760, 000 

456, 000 

7,000 110, 000 
25, 000 25, 000 


275, 000 


Refining area 


Barrels daily 





In 1956 Los Angeles Basin refinery capacity was 54 percent of the district 5 
total. But 1961 this is expected to decline to 48 percent. 

Chart II: In 1956 total petroleum supply in district 5 exceeded demands of 
1,270,000 barrels daily by 19,000 barrels daily. At the same time, refinery ca- 
pacity (90 percent of reported capacity which approximates the maximum sus- 
tainable level) exceeded refinery runs by 64,000 barrels daily. Potential ability 
to supply was accordingly 1,353,000 barrels daily. 

A reasonable projection of future total demands on a peacetime basis for 1961 
after making allowances for further growth in the area, and for the competitive 
effect of natural gas, is 1,450,000 barrels daily, a gain of 2.7 percent per year. The 
principal gain is in motor gasoline and jet fuels. For comparison, the growth 
in total demand for the period 1951—56 was 2.4 percent per year. 

By 1961 the development of production from offshore California fields should be 
well underway. On the basis of geological and geophysical information, the 
likelihood of finding oil in these offshore fields is extremely promising; a total 
California crude production of 1 million barrels daily at that time does not 
appear to be unreasonable. Added to this is some 80,000 barrels daily of Cali- 
fornia production of natural gasoline and LPG. Product receipts of 100,000 
barrels daily from adjacent United States sources (including rail and truck 
shipments) and 60,000 barrels daily of crude from the Four Corners area also 
will be available. This leaves 210,000 barrels daily of additional supply to 


be met from other sources. 
1961, 
barrels daily 


Total demand atl ete c . 1, 450, 000 


Less available supply: 
eee OPO VOROONCTION on bed nccbecusi led, A OOD; OOD 
California natural gas liquids production_____.________________- 80, 000 
Neen isa s dbtinteriinco meta irin iota avateus arisinaneets 100, 000 
Four Corners crude a 60, 000 
1, 240, 000 
210, 000 


Trans Mountain pipeline is capable of being expanded to 300,000 barrels daily 
through the addition of more pump stations. Since this gain can be done readily, 
approximately 225,000 barrels daily of Canadian crude could be made available to 
district 5 by 1961 after first meeting the Vancouver refinery needs. 

In 1961 it is estimated that crude runs will be 170,000 barrels daily below 90 
percent of refinery capacity. This 170,000 barrels daily represents about 12 per- 
cent of total demand. 

Chart III. In the event of full-scale war emergency, in 1961, for example, in 
which no overseas crude imports would be available, the total refinery facilities 
in district 5 could be operated at normal 90 percent of capacity, utilizing no 








DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 185 


overseas crude supplies, without any additional pipeline construction above that 
presently planned, providing the Elk Hills production could be opened up fully. 


Year 1961, 

Refinery capacity : barrels daily 

icici ps sehen ana Mhiaettitalidmidis cast ate agin eget Aaa clei 1, 596, 000 

OR FICO... .nnnticccannicinkeTiceamniah mammncatineamgenaeitil 1, 440, 000 
Crude supply: 

California production, including Elk Hills_.......-..----------- 1, 140, 000 

OR Dns dite intindctn ar dtiseakinmstadbicncpecreetiiat nile Diamante 225, 000 

pS RSE | Ss ee ee ee | ae hk ee 60, 000 

TOC kn tiniest enn iin pecan 1, 425, 000 


The above comparison assumes that crude receipts from Trans Mountain and 
the Four Corners pipelines would be limited to 285,000 barrels daily. Further 
expansion of the Trans Mountain pipeline beyond the 300,000 barrels daily as- 
sumed is now under consideration. Current estimates of probable future produc- 
tion in the Four Corners area by 1961 are considerably in excess of 60,000 barrels 
daily. Consequently, the availability of domestic oil could be much greater than 
is shown. 


In regard to the Los Angeles Basin refineries—the only refinery outlets for 
west Texas pipeline crude—the available onshore crude supplies in the event of 
a War emergency are estimated to exceed available refinery capacity by 11,000 
barrels per day. Imports of west Texas crude would replace, directly or indi- 
rectly, Canadian and/or Four Corners crude. This, of course, would be contrary 
to the desirable program of maximum utilization of all crude resources in the 
event of a national emergency. 

Chart IV. Natural gas supplies a significant portion of energy requirements 
on the west coast, amounting to 33 percent in 1956. Consumption of natural 
gas has been a major factor limiting the rate of growth of petroleum demands 
in district 5, and it is expected that further increase in natural-gas consumption 
will continue to do so. As an example, the population of the west coast increased 
3.2 percent per year from 1946 to 1956 compared with an annual rate of growth 
of 1.6 percent for the balance of the United States. However, petroleum de- 
mands over the same period increased only 3.6 percent per year in district 5 
compared with 5.9 pereent for the balance of the United States. Natural gas 
has been used in California and Arizona for many years, and was introduced 
into the Pacific Northwest late last year. California’s production of natural gas 
has fallen far short of meeting requirements, so that it was necessary to supple- 
ment its indigenous production by importing large quantities of gas from the 
Permian and San Juan Basins beginning in 1947. 

A large portion of gas is consumed by firm customers, that is, residential and 
commercial, for space heating. During most of the year, when space heating 
requirements are not at a peak, considerable volumes of gas are made available 
to large industrial and steam-plant customers. It is the gas utilities’ policy to 
provide sufficient quantities of gas to meet first-customer peak-day requirements 
under conditions of extremely low temperatures. Imports of natural gas into 
the.area have been programed to meet-these.firm peak-day requirements. ..Com- 
parison between the availability of natural gas in 1956 and that projected for 
1961 follows: 


Estimated natural gas availability 


{Thousand cubic feet per day] 








1956 1961 

California: 
Production ; : 1, 028, 000 927, 000 
Imports ‘ i : 1, 524, 000 2, 568, 000 
Pacific Northwest imports ineansaciinisile ‘ 30, 000 408, 000 
Arizona and Nevada imports . 314, 000 476, 000 
Total natural gas available a — . 2, 896, 000 4, 379, 000 
Natural-gas imports ‘ 1, 868, 000 3, 452, 000 


Fuel-gil.equivalent (barrels daily) ...............-- piss sieaioased "311, 000 575, 000 
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Mr. Bermineuam. May I make one 30-second final observation? 
Mr. Roosevetr. Yes, sir. 

Mr. Bermineuam. I would like it to appear on the record that 
your committee has been engaged back in 1955 in Washington and 
Denver and here primarily with price wars as they affect the small- 
business man. You heard testimony here yesterday from practically 
every major oil company in this huge monopoly referred to by Mr. 
Morison that they didn’t like price wars, the retail dealers don’t like 
them, no one in the industry seems to like them. They cost us all 
money. I suppose the industry is losing millions of dollars this year 
in California because of price wars. I would just like to ask the 
question: Isn’t it amazing that this tight little monopoly of seven 
west-coast majors, all with one view of intense dislike for price wars, 
can keep out this poor little million-dollar pipeline and yet can’t 
dry up the price wars that they all find a bane to our economic exist- 
ence? I think the fact that we haven’t is the best argument we can 
make against Mr. Morison’s charge of monopoly. 

Mr. Roosrvetr. I think, if you are going to testify about a dif- 
ferent subject, at the time we would be glad to have you do that. 
That is a different subject, but we are glad to have your comment at 
this time. 

The committee will now hear from Mr. Perry of the Hancock Oil 
Co. Mr. Perry, will you come forward, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Perry. I do. 


TESTIMONY OF JOE W. PERRY, SALES MANAGER OF 
HANCOCK OIL CO. 


Mr. Roosrvett. Mr. Perry, Mr. Nellis would like to ask you the 
questions which he previously asked, in order that he can set the rec- 
ord straight as to what we were trying to arrive at. 

Mr. Perry. I will do what I can. 

Mr. Neus. I am sorry I made that error. I was comparing 
apples with oranges, but I think I have apples in the right barrel 
now. Is it a fact that the California price, which would be com- 
parable to the on price of 10.75 and 11.25, would be 13.6 
for Los Angeles ? 

Mr. Perry. No; in my opinion, no. 

Mr. Nexus. Let me show you this, and would you please indi- 
cate to the committee which of the two prices is comparable? 

Mr. Perry. I doubt if there is one on there that is comparable, 
but I will try to explain the difference, if I can, if it isn’t on there. 

Mr. Netuis. Yes, sir. That is what I would really like to know. 
I had this in mind, the price in California as compared to the whole- 
sale price of 10.75 and 11.25. 

Mr. Hosmer. While you are down there, Counsel, is there any- 
thing on this one that is comparable ? 

Mr. Perry, would you look at this one also? I think it shows tank- 
wagon prices as of April 19. I think the committee would be inter- 
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ested in that, because it shows an apparent difference in price and 
we would like to know what accounts for it. 

Mr. Perry. Well, if you examine this Platt’s Oilgram, you will i 
note that there are no cargo prices listed for any port other than gulf 
ports, so that the—and I am not an expert on price structure, but as I 
understand the price structure, price structure generally on the east Hh 
coast and midcontinent is based on gulf-coast cargo price plus trans- 
portation to the point of resale. Since you don’t do any exporting of 
product, finished product, from the west coast, there is little sense— 
there is no comparable cargo price listed for the west coast. There 
is no sense of listing a price when you don’t have anything to sell, so Mi 
there is no west coast cargo price listed. The closest you can relate ‘ 
these, in my opinion, is to take the gulf-coast cargo price which you Hl 
had picked out at 10.75 for 84 octane and add to it transportation 
from gulf coast to Los Angeles or San Francisco or port of entry and 
come up with a comparable price in that fashion. 

Now I would like to point out also that the 10.75 cent price is 84- 
octane gasoline, little of which is sold in this market. Generally 
house-brand gasoline, which this would be called, is about 88 octane, 
87, 88 octane in this area. For each octane number you go up 
you have an increase in price, so when you have a west-coast aan 
price in here of 13 something—I have forgotten what it was—13.16, 
you will have to add 11% cents for transportation probably through H 
the canal to the coast here for the 10.75 and add a couple of mills or \ 
214, mills, a quarter of a cent, for octane improvement, so that you will | 
approach your 13—there will be a variation in the cost of refining 
here or cost of gett ing the crude to the refinery or something else that 
will make up the small difference, but that will relate it very closely. 

(The Platt’s Oilgram referred to is as follows :) ‘ 







































Humble Oil 

















Humble gasoline (regular) Kerosene 
Gasoline 


taxes 








Tank wagon Retail Tank wagon Retail 
i 116.3 20.8 | 8 143 18.5 
Fort Worth... 116.3 20.8 | 8 | 14.3 18.5 
Houston 16.2 | 91.7 | 8 14.3 | 18.5 
San Antonio 116.5 20.8 8 14.3 | 18.5 







! Sales to contract dealers, 15.6 cents, 


. om eee prices are to all classes of dealers and consumers. Esso Extra tank-wagon prices 
-5 cents above regular; Golden Esso Extra 2.5 cents above Esso Extra to contract dealers only. 
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Standard of California 


[Prices are tank-truck postings, exclusive of all taxes, applying for deliveries of 400 gallons or more; see below 
for other deliveries] 


| Ls Standard 
Chevron Gasoline | Kerosene Chevron | 
(regular) | taxes | diesel fuel | 


Furnace oil! Stove oil 
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! Standard No. 2 burner oil. 
2 Effective Apr. 9. 


NOTES 

Taxes: Honolulu diesel-furnace oil price is exclusive of 1-cent Territorial tax; all tank-truck prices are exclu- 
sive of Hawaiian gross income tax of 1 percent to resellers, 2.5 percent to consumers. 

For other deliveries: 

Chevron (regular): Add to 400-gallon-and-over price 1 cent for 40-199 gallons, 0.5 cent for 200-399 gallons, 
except to marine trade in Alaska where 0.5 cent differential applies to 40-399 gallons; for less than 40 gallons, 
add 5 cents per gallon, except at Honolulu add 5 cents for less than 40 gallons to marine trade and less than 
100 gallons to shoreside trade. Chevron Supreme (premium) prices are 3.2 cents higher than Chevron 
(regular) for quantity delivered at points above except Salt Lake City, 3 cents. 

Kerosene: Add to 400-gallons-and-over price 11 cents for less than 20 gallons, 6 cents for 20-199 gallons, 3 
cents for 200-399 gallons, tank car-truck trailer, deduct 3.5 cents. 

Diesel, furnace, and stove oils: Add to 400-gallons-and-over price 5 cents for less than 40 gallons, 1 cent for 
40-199 gallons, 0.5 cent for 200-399 gallons. 

. NELLIs. cours stimony was yesterd: at , 

Mr. Netuts. Of course, the testimony was yesterday that the crude 
produced here is of inferior quality. Do you agree with that? 

Mr. Perry. That is true; yes. 

Mr. Neuuts. Inferior to Texas. 

Mr. Perry. It depends what you are going to use it for, but for 
gasoline it is inferior. 

Mr. Netuts. Therefore, there would be some economic differential in 
cost because of that, too. 

Mr. Perry. There is some differential. Your cost generally as a rule 
increases for the higher gravity. The lower the gravity, the lower 
the price as a general rule. 

Mr, Neus. You, therefore, see no significance to any differential in 
the wholesale price for Texas oil, crude, and California. 

Mr. Perry. No, sir. 

Mr. Neus. That is what I wanted to establish for the record, Mr. 
Chairman. 

Mr. Roosrvett. Do you want to proceed with your statement? 

Mr. Perry. Thank you. I would like to read a statement, if I may. 

My name is Joe W. Perry and I am sales manager of Hancock Oil Co. 

In response to a subpena:‘served upon Hancock Oil Co. we have 
already delivered to Mr. Nellis, counsel for this committee, copies of 
our forms of leases, subleases, sales agreements, sign agreements, 
painting agreements, conditional sales contracts, equipment loan 
agreements, and other printed forms customarily used by us. We 
have also submitted to him the minute books of the corporation and 
financial statements for the years 1955 and 1956. Also at Mr. Nellis’ 
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request I am appearing before the committee to endeavor to answer 
such questions as you may wish to ask about our company’s marketing 
operations. eS 

In order that you may have a clearer understanding of the position 
of our company in the industry, I shall undertake to give you a very 
brief résumé of the company’s history and present operations. Han- 
cock Refining Co., the aadaiation of the present company, was or- 
ganized in 1922 and was located on our present refinery site in Signal 
Hill, Calif. At that time the company was without any crude oil 
production of its own and had no retail marketing facilities. Subse- 
quently we acquired and developed some crude production and also 
undertook to market our products under the Hancock brand through 
distributors in the local area. Our marketing operations have since 
been extended throughout the southern California area and elsewhere 
in the northern part of the State. Nevada is the only other State in 
which gasoline is being marketed under the Hancock brand. 

At the present time we produce for our own account or purchase 
approximately 27,500 barrels of crude oil per day, in the State of Cali- 
fornia. Most of our crude oil purchase contracts were made a great 
many years ago and we are not at the present time purchasing crude 
on the open market nor do we post a price for crude oil in any locality. 
Our other crude oil contracts are long-term agreements made with 
lessors, joint venturers and others with whom we have operating or 
other agreements. We are not importing any crude oil. 

Our refinery is located in Signal Hill, Calif., and we have been re- 
cently expanding its capacity from 12,000 barrels to a capacity of 
21,000 barrels per streamday in order to be able to process a greater 
portion of our crude oil. 

We have at all times endeavored to maintain a strictly independently 
position in the oil industry and this has been one of the principal 
factors leading us to the development of a completely integrated com- 
pany. It is so obvious and elementary that I hesitate to presume 
to explain these facts of life in the oil industry to this committee, but 
when you have oil leases and crude oil purchase contracts that require 
you to take 27,500 barrels of crude oil per day you must dispose of 
that oil in one form or another. You cannot stop taking the oil even 
for 1 day. As an integrated company we try to process as much of 
our crude oil as our facilities will permit and having refined the oil 
into marketable products we are still confronted with the problem of 
disposing of those products. And again we cannot allow them to back 
up more than a few days at atime. The next and obvious step is to 
develop a marketing organization to dispose of those refined products. 

We are at the present time engaged in an active campaign to acquire 
additional independent dealers and distributors to handle our products. 
In order to acquire new stations we have been leasing locations, build- 
ing modern station improvements and subleasing the facilities to 
independent dealers. In many instances we find that able dealers 
are without sufficient financial assets to acquire or build a station. 
Seventy-one of our retail dealers are in business because of loans made 
by Hancock Oil Co. for the construction, remodeling or equipping of 
their stations. In 58 more we hold leases of the real property and 
have subleased directly to dealers. Only 2 stations do we own in 
fee; our 26 distributors have 119 retail stations and an additional 199 
stations are supplied by distributors or the company, but with no 
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contractual hold on these stations. None of the above 447 dealers 
handling Hancock products is being supplied by Hancock on a com- 
mission-agent basis or consignment basis with one possible exception 
where a dealer was in financial difficulties and we undertook to supply 
him with gasoline on a temporary basis on consignment. 

Our only other retail outlets are eight service stations in the Las 
Vegas, Nev., area. A single party was involved in all of these stations 
and by reason of a combination of circumstances the operators of these 
stations became insolvent with the result that it became necessary 
for our company to take over the stations upon which they were in- 
debted to us in excess of $150,000, as well as being indebted to various 
other creditors to such an extent that it was not possible for them to 
meet their obligations and to continue to operate the stations. In an 
effort to help these dealers realize something out of their investment 
in these stations we agreed, as of March 15, 1957, to take over the 
operations of the stations and to supply them with gasoline on a 
temporary basis with the understanding that if the stations can be 
sold for an amount sufficient to pay off all of the creditors of the 
former owners they will receive all of the remaining proceeds of the 
sale. Pending such a sale these eight stations are being operated 
by a sublessee on a consignment basis. 

In addition to the above dealer outlets in California and Nevada, 
Hancock has a wholly owned subsidiary, Advanced Stations, Ine., 
which operates 18 multipump-type stations in southern California. 

Approximately 1 million gallons of gasoline are marketed through 
our subsidiary, Advanced Stations, Inc., each month and of this quan- 
tity, approximately 10 percent is sold under the Hancock brand, the 
balance being sold under other brand names. This is a temporary 
condition inasmuch as we are in the midst of a very active program 
to increase substantially the number of our branded retail outlets to a 
point where all of our refinery output can be marketed under the Han- 
cock brand. 

We have been purchasing approximately 3 million gallons per month 
in northern California from Tidewater Oil Co. and will probably 
continue todo so. In addition to this we have made other purchases, 
principally from Union Oil Co. and Richfield Oil Corp., during the 
past year and we expect to continue to purchase from 1 million to 2 
million gallons per month throughout 1957. When the additions to 
our refinery are finally completed and in regular operation at. full 
capacity we expect to produce substantially all of our gasoline require- 
ments except for our sales in northern California. 

All of our dealers and distributors are free to handle whatever 
TBA products they may desire. There are no contracts requiring 
them to handle the products of any particular manufacturer. Neither 
does Hancock Oil Co. market under its own name or otherwise any 
TBA products, nor does Hancock have any written contract. with any 
TBA manufacturer. We do receive a commission on all sales of 
Firestone products through our dealers, and we encourage our dealers 
to handle Firestone products because we believe that it is good mer- 
chandise and results in satisfied customers. 

We have nothing to do with the fixing of market prices by our 
dealers at the retail level and of course we have no control of retail 
prices of dealers who purchase through our distributors. However, in 
the case of those station operated by Advanced Stations, Inc., that 
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company does fix the retail prices, but in every instance those prices 
follow the pattern established by competing stations of the same type. 
During price wars we customarily make special allowances to our deal- 
ers to help them meet the prices of competing stations. 

Some of our dealers and 1 of our distributors have been handling 
Hancock products for over 20 years. There has been only 1 dealer 
contract termination by Hancock—that is, not by mutual agreement— 
during the past 2 years and in that situation the gallonage had 
dropped so low our lessor demanded we get a new sublessee. 

We have had no dealer failures in the State of California during the 
past 2 years with 1 possible exception and in that case the failure was 
due to a variety of causes having no connection with the operation of 
the service station. . 

You have invited our comments on the several bills introduced on 
January 3, 1957, and known as H. R. 425, 426, 428. I think our posi- 
tion with respect to all three bills can be very briefly summed up by 
saying that we can see no need for any of these pieces of legislation. 
We have had no difficulties with our dealers resulting in litigation 
and we know of no instance where a law such as H. R. 425 proposes 
would have been of any value to our dealers. H. R. 426 and H. R. 
428, which would provide for “divorcement” of marketing activities, 
could be of no benefit to our dealers. They are not required to buy 
any TBA products from Hancock or from any particular TBA manu- 
facturer. They are free to buy their TBA supplies from whomever 
they please. On the other hand, I can think of a considerable num- 
ber of our dealers who would never have been able to start in business 
except with the financial assistance of Hancock Oil Co. in leasing, 
constructing, or equipping their stations. If such assistance were 
denied to them by such a bill as H. R. 426 they would be out of business. 

Furthermore, and from our point of view, those bills would simply 
spell confusion and chaos to such small companies as Hancock Oil Co. 
which has been endeavoring over a period of years to build up a 
marketing organization and adequate facilities to dispose of the re- 
fined products resulting from the processing of the crude oil which 
we are legally obligated to produce or to purchase. We have become 
an integrated company for our own protection and in order to stay 
in husiness. 

Mr. Roosrvetr. Thank you, Mr. Perry; and we are very glad to have 
a spokesman from the independent refinery field. I have a few ques- 
tions just to make sure that I have the picture in my own mind, if I 
understood your testimony correctly, the picture at the present time, 
how much of your crude do you buy from other sources other than 
those—let’s say how much of your crude do you buy from any major 
suppliers ? 

Mr. Perry. None. 

Mr. Roosrvetr. None at all. And that has been since when ? 

Mr. Perry. Our crude oil contracts are of such long standing, I 
can’t tell you the exact last time we made purchase agreements of that 
arrangement, but I could have it submitted for you, Mr. Chairman. 

Mr. Roosrveir. Basically what I am interested in as to the fact that 
you are independent is that you do have your own source of crude 
supply. 


eo 


Mr. Perry. Yes. 
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Mr. Roosrvettr. You are not dependent on anybody for it; is that 
right ? 

Mr. Perry. No, sir. 

Mr. Roosrvett. The only way that you become in anyway integrated 
with the major oil companies is the amount of gasoline, refined pr roduct, 
that you still find it necessary to buy because of the lack of capacity 
of your own plant. 

Mr. Perry. That’s right, sir. 

Mr. Roosrvetr. What percentage of the dealers that you deal with 
are your own brand, and what percentage are sold to nonbrand dealers ? 

Mr. Perry. The dealers we deal with. Well, we don’t deal with any 
dealers, Mr. Chairman, who aren’t our brand, except for the Advanced 
Stations, Inc., which I mentioned in my statement. 

Mr. Roosrveir. What percentage of the total that you sell goes to 
Advanced Stations? 

Mr. Perry. In volume or in number of accounts ? 

Mr. Roosrvetr. In volume. 

Mr. Perry. In volume it will be about 7 percent. 

Mr. Roosrveit. About 7 percent. 

Mr. Perry. Around 7 percent. 

Mr. Roosevett. Do you have any company- -owned stations, as we 
understand it, or is that just Adv: manent Stations? 

Mr. Perry. They are not owned, as far as that goes. We don’t own 
any of those except on a lease arrangement. We have only two fee— 
if you talk about ownership as owning outright in fee—— 

Mr. Roosevert. Right. 

Mr. Perry. We have only two fee stations we own, and those are 
not Advanced. Those are other stations that we sublease to dealers. 

Mr. Roosrevetr. How many stations do you have, if any, that you 
actually own and operate entirely, altogether, with your own 

Mr. Perry. None. You are talking : about ownership in fee. 

Mr. Roosevetr. Yes. 

Mr. Perry. No, none. 

Mr. Hosmer. You do have some stations leased that you operate. 

Mr. Perry. We operate on a salary basis—we don’t, but our sub- 
sidiary, Advanced Stations, Inc., operates 17 stations, on a salary basis. 

Mr. Hosmer. Not a lease basis. 

Mr. Perry. No. 

Mr. Roosrvetr. To go back, so.I am sure, you say you do not sell 
to any independent rebrands. 

Mr. Perry. No, I didn’t state that. You mean independent service 
station retail outlets? 

Mr. Roosrveir. Those who rebrand the product you sell them and 
sell under their own brand rather than Hancock brand. 

Mr. Perry. Not knowingly. We may have some who do it, but I 
don’t know about it. 

Mr. Roosrve.tr. Does that imply that, if you know it, you will stop 
it ¢ 

Mr. Perry. No, it doesn’t imply that, but I don’t know about it if 
they do it. 

Mr. Nexus. Mr. Perry, will you correct this understanding if it is 
not correct, but in conversation with some folks I got the impression 
that you do sell to various distributors like Noyes, White Distributing 
Co., Cook & Cooley, New Oil Co., who themselves issue brand letters. 








e 
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Mr. Perry. That is correct. 

Mr. Nexus. That is correct? 

Mr. Perry. Yes. 

Mr. Netuis. So in answer to the chairman’s question, what you 
meant to say is that you don’t sell retail private brands. 

Mr. Perry. I prefaced my reply with “Do you mean retail outlets?” 

Mr. Newuis. But you do sell wholesale outlets? 

Mr. Perry. Yes, we do. 

Mr. Netuis. Who buy your product and sell it to private brand 
retailers ? 

Mr. Perry. Or have their own private brand; yes. 

Mr. Neuuis. I think the chairman would like to know in that regard 
what proportion of the volume, your gallonage, goes through that 
system of distribution. 

Mr. Perry. Well, I don’t have accurate records on the amount of 
rebrand business that these people you are talking about do, and I 
don’t know whether or not we sell them—that everything 

Mr. Hosmer. I think his question is, What proportion of your gal- 
lonage goes to Advanced or your own stations, and what proportion of 
it goes to Noyes and the rest of the distributors. 

Mr. Perry. Well, that is fairly easy. I have answered for Ad- 
vanced. It is about 7 percent, and I have the figure here if you will 
just bear with me a moment, on the other one. 

Mr. Hosmer. Roughly. 

Mr. Perry. I have it, I believe, on an actual basis. Something like 
55 to 60 percent to distributors and about 7 percent to Advanced. 

Mr. Neus. Fifty-five percent of your total refiner’s output goes to 
these distributors and then into the hands of their retail customers, is 
that right ? 

Mr. Perry. That’s right. I would like further to say that all of 
those distributors do not engage in some of the practices you are talk- 
ing about of rebranding. 

Mr. Newuis. No; I wasn’t going that far. I merely wanted to get 
the facts on the record. 

Mr. Perry. Fair enough. 

Mr. Neuuis. So that actually a minority of your refined product goes 
to the Hancock lessee, and the Hancock dealer, isn’t that right ? 

Mr. Perry. Yes. I gave you the breakdown on the number of sta- 
tions, I believe. 

Mr. Netuis. No, I mean volumewise. 

Mr. Perry. Well, voluniewise that is true, yes. 

Mr. Netuis. It is a substantial majority of your product that goes 
into the hands of distributors who do with it as they please, let’s leave 
it there, and Advanced stations. 

Mr. Perry. That’s right. If I may, it follows fairly closely the 
pattern I gave you. There are 129 Hancock stations that we have 
under lease or some other arrangement of that kind, and the distribu- 
tors have 119, and there are 109 who have no contractual relations at 
all with us. We sell them, but we have no lease, no nothing, so that 
follows, that about 40 percent roughly goes under the direct end of it. 

Mr. Neus. If I may ask one other question in connection with your 
arrangements with Tidewater Oil Co., I see a contract here that you 
have submitted, dated September 7, 1956, in which Tidewater Oil Co. 
says to you that they will supply you with regular and premium grade 
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gasolines for a specific period, specific quantities, specific production, 
and I assume at specific prices, is that correct ¢ 

Mr. Perry. That’s correct. 

Mr. Nexus. Is there any means of changing these prices from time 
to time in your arrangement with this major oil company ? 

Mr. Perry. Yes. Asa matter of fact, we just had one. 

Mr. Nexus. Was it an increase? 

Mr. Perry. Yes. 

Mr. Roosevett. Mr. Perry, when you sell Tidewater products, how- 
ever, you don’t advertise the fact that you are selling Tidewater 
products, do you? 

Mr. Perry. No, we don’t. 

Mr. Nexis. You sell them as Hancock products. 

Mr. Perry. We sell them as Hancock products. 

Mr. Nexus. The specification that you buy from Tidewater is their 
specification rather than your specification. 

Mr. Perry. It happens 

Mr. Netuis. In other words, you buy their regular and their pre- 
mium gas. 

Mr. Perry. It happens we did in this case, but it also happens that 
they met our specification. 

Mr. Nexus. Yes. What I am leading up to, of course, is Tidewater 
then turns around and sells to the public exactly what you buy from 
them at a greater price than your price to the public, is that correct? 

Mr. Perry. Not if I can help it. 

Mr. Netuts. What is your practice? To sell it at the same price, 
wherever competitive conditions will allow you to, and where you 
can’t, you undersell them, is that correct ? 

Mr. Perry. We like to sell our product at retail for as high a price 
as we can get for it, regardless of what the majors may or may not 
be doing. 

Mr. Newuts. Are your general prices in line with the majors or 
under the majors? 

Mr. Perry. I would say on an average they sell under the majors. 

Mr. Netuts. Therefore, in practice then the Tidewater product is 
being sold to your customers at a lower cost than it is to the regular 
Tidewater customers. 

Mr. Perry. I don’t believe that is quite true in that the Tidewater 
gasoline—the purchase we make from Tidewater is used in our north- 
ern bay area, and up there our prices are fairly well in line with Tide- 
water’s right down the line on the retail level. 

Mr. Hosmer. In other words, you get the products up there so you 
don’t have to ship them up there? 

Mr. Perry. That’s right. We save the transportation from mov- 
ing them here. 

Mr. Rooseveit. Have you available for the committee the actual 
price level over, let’s say, the last 90 days? 

Mr. Perry. The retail price level ? 

Mr. Roosrvert. Your retail price level in northern California, and 
then the committee will invite Tidewater to give us their same price 
level. 

Mr. Perry. I don’t have it with me. I could get it for you. 

Mr. Roosrvert. Would you please supply it for the committee ? 
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Mr. Perry. I will be glad to. How long, did you say? 
Mr. Roosrvertr. The last 90 days. 
so . ‘ 8 
(The information asked for is inserted below.) 
Retail 
Address From— To— ! 
Ethyl House 
| brand 
6335 San Pablo, Oakland_-.-- adi endll Aaiiinatidnial Jan. 1,1957 | Jan. 18,1957 | $0. 329 None 
Jan. 18, 1957 | Mar. 31, 1957 | . 359 None 
Napier and Piedmont, Oakland..-.........-.-...-..- Jan. 1,1957 | Jan. 18, 1957 . 345 $0. 310 
Jan. 18,1957 | Mar. 31, 1957 359 320 
1849 Shattuck, Berkeley___...-...-.--- Jan. 1,1957 | Jan. 18,1957 . 329 . 299 
Jan. 18,1957 | Feb. 16, 1957 | . 339 | . 309 
Feb. 16,1957 | Mar. 31, 1957 | . 329 . 299 
7272 MacArthur, Oakland ..| Jan. 1,1957 | Jan. 18, 1957 . 339 . 297 
} Jan. 18,1957 | Mar. 31, 1957 . 349 . 308 
3500 Grand Ave., Oakland. ..| Jan. 1,1957 | Jan. 18, 1957 | . 319 . 289 
Jan. 18,1957 | Mar. 28, 1957 . 339 . 299 
Mar. 28, 1957 | Mar. 31, 1957 . 845 . 306 
1051 West 14th St., Oakland ..| Jan. 1,1957 | Jan. 18, 1957 . 339 . 309 
| Jan. - 1957 | Mar. 31, 1957 . 349 . 309 
3201 Carlson Blvd., El Cerrito. Jan. 1,1957 | Jan. 18, 1957 . 329 . 289 
Jan. 18, 1957 | Mar. 31, 1957 | . 345 . 299 
1868 13th St., San Pablo._-- .| Jan. , 1957 | Jan. 18, 1957 . 319 . 289 
| Jan. 8 1957 | Mar. 31, 1957 . 335 . 299 
4081 Hollis St., Emeryville | Jan. 1,1957| Jan. 18, 1957 . 329 . 299 
c Jan. 18, 1957 | Mar. 31, 1957 | . 355 .319 
895 Castro, Hayward | Jan. 1,1957 | Jan. 19, 1957 | . 329 . 299 
Jan. 20,1957 | Mar. 30, 1957 . 339 . 309 
2266 Sacramento, Vallejo-.. .| Jan. 1,1957 | Feb. 18, 1957 | . 349 -319 
‘ | Feb. 18,1957 | Mar. 8, 1957 . 319 . 289 
Mar. 9, 1957 | Mar. 31, 1957 . 309 . 279 
1275 El Camino Real, San Bruno Jan. 1,1957 | Jan. 19, 1957 . 349 . 304 
Jan. 20,1957 | Mar. 28, 1957 . 354 . 309 
Mar. 29, 1957 | Mar. 31, 1957 . 359 . 309 
1188 El] Camino Real, San Carlos Jan. 1,1957| Jan. 18, 1957 | . 339 . 319 
Jan. 18,1956 | Mar. 31, 1957 | . 349 . 319 
201 Woodside Rd., Redwood City---. | Jan. 41,1957 | Mar. 10, 1957 . 349 . 319 
Mar. 11, 1957 | Mar. 30, 1957 . 339 . 299 
2233 Middlefield Rd., Redwood City | Jan. 1,1957 | Mar. 31, 1957 | . 349 . 319 
2815 Jefferson St., Napa . | Jan. 1,1957 | Jan. 27, 1957 . 339 . 309 
| Jan. 27,1957 | Mar. 28, 1957 | . 344 . 314 
Mar. 28, 1957 | Mar. 31, 1957 . 349 .314 
533 Couch St., Vallejo Jan. 1,1957 | Jan. 26, 1957 . 309 . 279 
Jan. 27,1957 | Mar. 8, 1957 | . 319 . 289 
Mar. 9, 1957 | Mar. 31, 1957 | . 339 . 309 
2395 Concord Ave., Concord ..| Jan. 1,1957 | Jan. 29, 1957 . 319 . 289 
| Jan. 30,1957 | Mar. 31, 1957 . 309 . 279 
1312 North Texas St., Fairfield. () 3) eee : bie 
| Mar, 1,1957 | Mar. 31, 1957 . 345 . 309 





1 Closed January and February. 


Mr. Brunn, would you do the same thing for the committee? 


Mr. Bruny. I will do so. 
Mr. Roosevett. Thank you. 


(The following answer was contained in a telegram of May 21, 
1957, to counsel from Tidewater Oil Co. :) 


Regarding transcript, page 1254, Mr. Brunn apparently misunderstood request 
as Tidewater does not post or control retail prices, hence we have no records of 


a retail price level. Sorry. 


I have one more question on your TBA system. 


You say the only 


commission that you get is for Firestone products that are sold by 


you. Do you advertise Firestone products or 

Mr. Perry. To a limited degree. We have it on our credit card. 
It is mentioned there. We allow them to put the decaleomanias on 
their windows at our service stations. They do that at their expense, 
but we allow it. I would say to a limited degree we allow them to do 
some advertising. 
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Mr. Roosrvetr. Have you found that the fact that you do not have 
any TBA contracts at all with your dealers has—I presume you have 
found it does not hinder you in marketing your petroleum products. 

Mr. Perry. No. 

Mr. Roosrvett. Because otherwise you probably would have gone 
into the business. 

Mr. Perry. I think probably we are losing some profit on TBA, but 
it is not bothering us on marketing our petroleum products. 

Mr. Roosrvet. I want to make it very clear because what I am get- 
ting at is, is it necessary for you to be in the TBA business in order 
for you to sell your petroleum products? 

Mr. Perry. I don’t think it is, no, not necessary. It is certainly 
profitable, but not necessary. 

Mr. Rooservexr. It would add to your profits. 

Mr. Perry. And the dealer’s 

Mr. Roosrverr. Mr. Steed? 

Mr. Streep. Mr. Perry, I don’t know whether I follow the mathe- 
matics here correctly or not. I believe you said you were under con- 
tract to buy about 7,500 barrels of crude a day. 

Mr. Perry. Yes, sir. 

Mr. Sreep. Do you actually buy that much crude a day? 

Mr. Perry. Yes, sir. 

Mr. Sreep. Then your refinery capacity was somewhat under that. 

Mr. Perry. That’s right. 

Mr. Sreep. Does that leave you a surplus of crude that you dispose 
of to some other refiners ? 

Mr. Perry. Yes, sir. 

Mr. Streep. Is it a fair question to ask you who buys that excess 
crude from you? 

Mr. Perry. It is a fair one, but I can’t tell you offhand. I am not 
in the crude oil sale end of this thing, so I can’t tell you, but I 
supply it for you. 

Mr. Sreep. I think that in an area where there is a shortage of oil 
as we find it out here, you would have no difficulty finding buyers for 
your crude you have left over from your own needs. 

Mr. Perry. We are in a very favorable position, I think; I think 
we are in a fine position to have more crude oil than it processes. We 
are in good shape. 

Mr. Sreep. You buy gasoline from other refiners, simply because 
you do not have the capacities in your own plant to supply all your 
needs ? 

Mr. Perry. That’s right. We hope some day to do that. 

Mr. Strerp. You are an integrated oil company, and do you consider 
yourself a major oil ener 

Mr. Perry. Well, I don’t know the definition of a major oil com- 
pany. I doubt if it has been defined, but we operate probably a 
great deal like a major oil company would. 

Mr. Steep. Comparing yourself to other integrated oil companies 
in the industry, would you consider yourself a small-business man or 
big-business man or somewhere in between / 

Mr. Perry. Well, I wish you would define “small” and “large” 
for me. I don’t know where to stop. If you are talking about, are 
we a small company in a large industry, we are a small business in the 
oil business, in the oil industry of the United States, Hancock Oil Co. 
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is, but compared to the retailer or the grocer or the department store, 
we may be big business. 

Mr. Streep. Well, of course I think that when you talk in terms of 
size you have to do it in an industry rather than across the board 
or it becomes unrealistic. The point I am leading up to is this, that 
where you have a source of supply of raw material, an independent 
chain like yours can operate in any or all phases of the oil industry 
and do it successfully. 

Mr. Perry. Yes, sir. 

Mr. Roosrvett. Mr. Perry, I should have said in the beginning, 
and I meant to, that I noticed you mentioned the fact that certain 
information had been subpenaed by the committee. I want to make 
it very clear to you, because it is the policy of the committee, under 
normal circumstances, not to issue subpenas where people have been 
as cooperative as you have, and there is absolutely no reflection in 
any way by that subpena. It was issued in the early stages of the 
committee in order that we might be sure that we had the material 
in time to process it properly through the staff, and so I want to make 
very clear to you that there is absolutely no implication of nonco- 
operation. You have been most cooperative, and we are very grateful. 

Mr. Perry. I understand. Thank you, sir. 

Mr. Roosevert. Mr. Hosmer? 

Mr. Hosmer. I don’t want to ask him any questions, because I own 
108 shares of stock in the Hancock Oil Co. [Laughter. | 

Mr. Perry. You have been doing pretty well, haven’t you? 

Mr. Hosmer. As do most people in Long Beach. I was hoping 
he would say, “We are a little company, but we are hoping to become 
a big one.” 

Mr. Roosevettr. Mr. Brown ? 

Mr. Brown. Mr. Perry, your company got into the refining and 
distribution business as a result of having crude production, is that 
true { 

Mr. Perry. No. No, we got into this business first as a refiner at 
Signal Hill, where there was some oil production and where there 
was a chance to make some money refining it. 

Mr. Brown. In your opinion—I am asking you this because you 
are so close to the oil busmess—can a small independent refiner that 
has no crude production of his own compete these days ? 

Mr. Perry. I know some who are. I would say “yes.” 

Mr. Brown. Then wholesalers, the independent wholesaler who 
handles the unbranded name or at least not a national brand, there are 
plenty of those who can compete, aren’t there ? 

Mr. Perry. Yes, sir. 

Mr. Brown. And there are a growing number of independent serv- 
ice stations handling unbranded name gasoline. 

Mr. Perry. I am afraid that’s right. 

Mr. Brown. All three present, would you say, the best opportunity 
for the small-business man in the general petroleum field? The small 
independent refinery, the independent wholesaler, and the independ- 
ent gasoline service stations ¢ 

Mr. Perry. Well, it depends on how much capital a man can put 
into his business whether he is going to be successful along the line you 
are developing, I believe. There are, in my opinion, some people 
who have such capital who have been successful in marketing their own 
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brand or a rebrand or an independent brand and taken their chances 
when the going got tough. But I think all of us have learned in the 
industry that when price wars hit us—and I have heard some testi- 
mony on price wars here and other places—and I don’t know why they 
start or who causes them or anything else, except I don’t like them, 
and they cost me a lot of money, but when those price wars hit, unless 
a man is capitalized to weather the stor m, you just have people going 
broke unless you have a company behind ‘them who will help them, 
and 99 times out of a hundred it isn’t the man—the man has nothing 
to do—the dealer himself has no control over what happens. 

Mr. Brown. Are you saying by that, Mr. Perry, that a young man 
who wants to get into the petroleum field had better join forces with 
the majors? 

Mr. Perry. No, sir; I am not saying that. 

Mr. Brown. I didn’t think you meant that. 

Mr. Perry. On the contrary. 

Mr. Brown. There are opportunities other than the dealership 
route with the majors and working on up through the organization in 
that way; is that correct? 

Mr. Perry. Well, I think the two are unrelated. I don’t believe 
there is much opportunity in either the major or minor oil companies 
to work on up through the service station to other parts of the com- 
pany. Normally, in my opinion, the retail end of this business and 
the dealer end of this business has been fairly separate from any part 
of the marketing, as a step, as a promotion, something of that nature. 
But certainly there is opportunity in the minor oil company, as a sales- 
man, as a truck driver, as a refinery hand, as a clerk, to progress and 
go as far as you like, as is true in a major oil company. 

Mr. Brown. Well, now, the small-business man who has some money 
to invest, can he get in the oil business these days by just going in 
with an unbranded name and fighting it out? Some have done it, 
haven’t they ? 

Mr. Perry. Yes, sir; he can, and does. 

Mr. Brown. That is all I have. 

Mr. Roosrverr. Mr. Nellis? 

Mr. Neuuts. Mr. Perry, I just want to briefly verify some informa- 
tion that was given to me by Mr. Frazier of your company. 

Mr. Perry. All right. 

Mr. Neus. And i want to get iton the record. In addition to your 
agreement with Tidewater, have you in the past purchased refined 
products from other majors like Union, Richfield, and General Petro- 
leum Corp.? 

Mr. Perry. Yes, sir. 

Mr. Netus. Is it true that this buying stopped fairly recently ? 

Mr. Perry. It hasn’t stopped, Mr. Nellis. We are still doing it. 

Mr. Nexus. Except for Tidewater, about which we know. 

Mr. Perry. No, I think in my statement you will find that I said 
we expect to continue to buy 7 to 10 million gallons for the rest of this 
year. 

Mr. Netuis. I see. Mr. Frazier had informed me otherwise, and I 
just wanted to get the record straight. 

Do your advanced stations compete at all with your own lessees? 
Are they roughly in the same trading area? 
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Mr. Perry. In rare instances they are. We have 1 or 2 of the 18 
which might be considered in the same trading area as others. 

Mr. Netiis. You mean as lessees of the company ? 

Mr. Perry. Or dealers, yes. 

Mr. Nexus. Are the prices at the two stations roughly comparable? 

Mr. Perry. No, ordinarily they are not, the advanced being lower in 
almost every case, no higher than even. 

Mr. Nexuts. So then your lessee or dealer who may be in that par- 
ticular area is somewhat at a disadvantage, is that right? 

Mr. Perry. If he feels that unbranded competition is his competi- 
tion, yes. Ordinarily they don’t feel that way. 

Mr. Newuis. But at the advanced stations you sell the Hancock 
brand 

Mr. Perry. No. 

Mr. Netiis. Sometimes, don’t you? 

Mr. Perry. I have only 2, and at those 2 I have no competition 
from 

Mr. Neus. So if he feels there is some competition from the 
rebrand advanced stations, he applies for a subsidy. 

Mr. Perry. That’s right. 

Mr. Nexis. Would you tell the committee what that subsidy gener- 
ally consists of? 

Mr. Perry. Well, he doesn’t apply for a subsidy. 

Mr. Newuis. I thought you said he did. 

Mr. Perry. No, I didn’t mean to say we subsidize the man because 
he was in the same trading area. I say, if he feels that that is com- 
petition, we may have some trouble with him. He may want to go 
down to meet that price. As a matter of fact, I have one case like 


that, and that Pye case I mentioned in here that this man was 


in financial difficulties and has asked us to put him on a consignment 
basis, so we have allowed him to post the same prices as the advanced 
station and are selling him gasoline on a consigned basis with a 
guaranteed margin of 4 and 414 cents a gallon. 

Mr. Neus. What I was getting at, of course, in general is whether 
or not the operation of a minor, such as yourself—you classify your- 
self that way—is the same as a major where there is tough price com- 
petition for lessees and dealers who may apply for a subsidy. Do 
you have any kind of policy with respect to subsidizing margins? 

Mr. Perry. Nothing firm. It has been a problem with us and still 
is a problem. We have a policy in effect now that was put in effect 
about the 1st of February, where we do support lessees on distress 
competitive price basis. As a matter of fact, we devised a form to 
handle that which wasn’t submitted to you. I will be glad to give 
you a copy of that if you would like. 

Mr. Netuis. I would like to see that, and also, if it provides the 
information, you don’t have to repeat it, but does it include the infor- 
mation as to the range of the subsidy and under what conditions it will 
be granted ¢ 

Mr. Perry. No. No; it does not. It assists in doing that. That 
is what the form is designed for. We confine our assistance to dealers 
for competitive reasons to a marketing area, and we define the mar- 
keting area as the immediate area. We wouldn’t think that more 


than 3 or 4 or 5 or 6 blocks in a metropolitan area would be—that 
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would be far enough to go. If you run a highway station, your com- 
oetition, your trading area, might be a mile and a hulf or two aws ay, 
but ordinar ily, it is the station on the other corner. 

(The form referred to is as follows :) 


REQUEST FOR COMPETITIVE ALLOWANCE 


Deieedmetn - Dealer Requesting 
District__ tictatnaliihinihens Nome 

Address 

Previous Volume HB_ E Present Volume HB 


Authority is requested to allow special prices or ollowances to subject account as shown below 


7 
| 


EFFECTIVE DATE EXPIRATION DATE PRODUCT ALLOWANCE 


HOUSEBRAND 


Present Previous 
Retail 
Mergin HB 


Delivered Price to Decler 

Distributor Cost HB. 

Distributor Cost E 

Distributor Profit 

Allowable Margin 

Additional Allowance Requested 

New Distributor Cost 

Overhead Tox Transportetion 
Refinery Net Back 

Lerge Price Sign: Yes. 

Dist. from Neorest Hancock Dir Price Post. HB 
Hancock Representative to Whom Request Made 


COMPETITIVE DATA 


Nome and/or Brand . 
Address _ 

Distance from HOC Dir. 
Lge. Price Sign (Yes~- No) 
Competitor's Posting 
Dete Price Changed _ 


OTHER REASONS FOR PRICE CHANGE 


Approved__ —— 


Form %4-S 500 Sets 4-57 9.?, 
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REQUEST FOR COMPETITIVE ALLOWANCE 


Dealer Requesting Dete- 


Nome District. 


Address Zone 
Present Volume HB E Previous Volume HB 


Authority fb requested to allow special prices or allowances to subject account os shown below 


EFFECTIVE DATE EXPIRATION DATE PRODUCT ALLOWANCE | TANK WAGON 


HOUSEBRAND 


Normal! Retail 

Margin. HB 

Normo! Delivered Price 
Present Retoll 

Margin HB 

New Delivered Price 
Overhead 
Transportation 

Tox 

Refinery Net Bock 
Large Price Sign: Yes 
Dist. from Neorest Hancock Dir. Price Post. HB 


Honcock Representative to Whom Request Made 
COMPETITIVE 


Name ond/or Brand 
Address 
Distance from HOC Dir. 


Lge. Price Sign (Yes - No) 


Competitor's Posting 


Dete Price Changed 
OTHER REASONS FOR PRICE CHANGE 


Approved 


Form 95-S 250 Sets 3-57 0.7. 


2285 57 pt. 5 
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Mr. Neus. And the company defines that trading area? 
Mr. Perry. Yes, sir. We find we have to. When “the competitive 
prices, retail prices, are such that our dealer cannot make a decent, 
livable margin on his sale of gasoline, we give him what we call a 
voluntary allowance, financial assistance. 

Mr. Neus. Has an instance ever occurred where there was an 
application from one of your lessees or dealers very close to but with- 
out the so-called trading area for assistance where you have refused 
to render same? 

Mr. Perry. Not that I can recall, not close to. I can recall one 
or two that were explained away to them to their satisfaction when 
they found out it was not just a common practice we were going to 
give everybody a voluntary allowance for no reason at all but had 
to be because of competitive reasons. We have had a few question 
it, but no trouble with it. 

Mr. Roosevett. Counsel, will you yield to Mr. Brown? 

Mr. Nets. Yes, sir. 

Mr. Brown. Mr. Perry, this Advanced Stations, is that a wholly 
owned subsidiary ? 

Mr. Perry. Yes, sir. 

Mr. Brown. Do you sell gasoline to that corporation ¢ 

Mr. Perry. That’s right. 

Mr. Brown. On the same basis that you sell it to independent 
distributors ? 

Mr. Perry. Yes; at just about the same price, similar prices. 

Mr. Brown. What I am driving at is, let’s say that an independent 
dealer would buy gasoline from Hancock, and would the markup be 
5 to 6 cents at the retail-dealer level ? 

Mr. Perry. Well, you see, we have a salary operation 

Mr. Brown. I am speaking of an independent, sir. 

Mr. Perry. Well, I think the facts speak for themselves on the 
independent dealer. The tank-wagon price of gasoline is 17.1 plus 
9 cents, tax is 26.1, and if you are selling for 29.9, you have a 3.8 margin. 
There it is. 

Mr. Brown. Here is what I am driving at. Is it more economical 
for you as a company to handle the retail distribution of gasoline? 

Mr. Perry. No; no, it isnot. In my opinion and factually it is not. 

Mr. Brown. In other words, distribution at the retail level is just 
as economical as company owned. 

Mr. Perry. May I answer it this way: We have a program we are 
working toward, elimination of that advanced unit and have every- 
thing under the Hancock brand name with sublessees. Now, that is 
our plan. 

Mr. Brown. In the Advanced Stations, Inc., those employees receive 
the same personnel benefits, wage scales, and so forth, that your parent 
company 

Mr. Perry. We don’t have any similar employees at the parent 
company. 

Mr. Brown. Do they receive the minimum wage? 

Mr. Perry. Oh, yes—well above, I would say. I don’t know exactly 
what the scales are, but we don’t have any salaried service-station 
employees anyplace but there in the subsidiary. 

Mr. Brown. Do they participate in the company-pension program ? 
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Mr. Perry. We don’t have one. I would say that they get the bene- 
fits the other people do. If you are speaking of fringe benefits now, I 
would say they are the same, although I would have to check it to 
be sure. 

Mr. Brown. So when you extend the full benefits of adequate pay 
and fringe benefits and so forth, you feel that it is just as economical 
to distribute gasoline and oil products at the retail level through inde- 
pendent dealerships as it is to own the station. 

Mr. Perry. Yes, sir, or more economical. 

Mr. Roosrverr. Mr. Nellis? 

Mr. Newuis. One last question, Mr. Perry: Are you familiar with the 
number of independent refiners in this area? Can you testify about 
it to your own knowledge ? 

Mr. Perry. I will have to beg off that. Maybe I have misled you . 
gentlemen. I have been marketing manager for Hancock 3 months . 
today. I just came to the west coast. i 

Mr. Nexus. That is all. 

Mr. Roosrvetr. Is Mr. Lewis, executive director of the Independent 
Refiners’ Association present ? 

Mr. Lewis. Yes, sir. 

Mr. Roosrvenr. We would like you to be the first witness after lunch 
if you will be good enough to be here. 

‘Mr. Perry, we want to thank you very much for your help and 
cooperation with the committee, and I am sure that our good colleague, 
Mr. Hosmer here, will keep us well informed of the progress of the 
Hancock Oil Co. 

The committee will stand in recess until 2 o’clock this afternoon. 

(Thereupon at 12:20 p. m., the subcommittee recessed to reconvene 
at 2 p.m., of the same day.) 





AFTERNOON SESSION 

Mr. Roosrveittr. The committee will please come to order. 

The first witness this afternoon will be Mr. James Lewis, the execu- 
tive secretary of the Independent Refiners’ Association. 

Mr. Lewis, would you come forward, sir ? 

Will you be good enough to raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Lewis. I do. 















TESTIMONY OF JAMES LEWIS, EXECUTIVE SECRETARY, 
INDEPENDENT REFINERS’ ASSOCIATION 










fr. Roosrvert. Mr. Lewis, as I think you probably know, the main 
interest of the committee this afternoon is to ask you whether you 
have some information relating to the growth or decrease in the num- 
ber of independent refineries and a few other questions which the com- 
mittee members may have. However, if you have a previous state- 
ment that you would like to make to us, of course we would 
Mr. Lewis. No, I do not, Mr. Roosevelt. 
Mr. Rooseverr. Then I would suggest, Mr. Nellis, that you ask the 
pertinent questions of the witness and then the committee members— 
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Mr. Lewis. May I say first that the general counsel of Independent 
Refiners’ Association, Mr. Jack Irwin, did wr ite, I think to you, too, 
Mr. Roosevelt, and to Mr. Nellis. I have a copy of his letter here, 
dated April 23, from which I interpreted that we were not going to 
be called on to testify or invited. 

Mr. Roosrvetr. You interpreted it from a letter to us? 

Mr. Lewis. Yes. 

Mr. Roosevettr. I don’t know how you could interpret any such 
thing from a letter to us. 

Mr. Neus. I would like to explain that, Mr. Chairman. On April 

12 Mr. Irwin wrote to the Honorable James Roosev elt, and a copy of 
this letter went to Congressman Hosmer as well, and I will read the last 
two sentences of the letter. 

The undersigned was asked to advise you that our association would like the 
opportunity of designating 2 or 3 of our members to be permitted to be heard as 
witnesses on such of those dates here in Los Angeles as you might indicate. 
The names of the witnesses will be determined by the committee referred to 
on the basis of knowledge of the subject. 

When I received this letter, I telephoned Mr. Irwin on April 18, 
and had a talk with him that same day. After our talk he indicated 
to me that there was a meeting of your group, and a decision was made 
to the effect that you had nothing’ to offer in the way of testimony, and 
of course I explained to Mr. Irwin at that time that this committee 
was vitally interested in some statistics and information about inde- 
pendent refiners in this area. ‘Subsequent to that meeting I received 
a letter from him dated April 23, and a copy of that also went to Con- 
gressman Hosmer, in which he said—I will read the pertinent lan- 
guage: 
As I promised Mr. Nellis I would do— 


the letter is addressed to you, Mr. Chairman— 





I called him immediately— 
that “him” has reference to the president of your association— 


I called him immediately after the committee meeting concluded and advised 
him that it was the consensus at that meeting— 


That is, your committee meeting— 


that no one in our association was in a position to make a constructive con- 
tribution to the committee hearings at this time. 


(The correspondence referred to is as follows :) 


Los ANGELES, CALIF., April 23, 1957. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, 
Los Angeles, Calif. 
(Attention: Mr. Joseph Nellis, counsel.) 


DEAR CONGRESSMAN ROOSEVELT: Reference is made to the undersigned’s letters 
of April 11 to Congressman Hosmer and April 12 to Congressman Roosevelt in 
re the hearings of your committee commencing in Los Angeles on April 24. 

I am grateful for the courtesy extended in having Mr. Nellis contact me on 
Wednesday of last week. At his suggestion, I had a conference with him in the 
Federal Building in advance of the meeting of the pertinent committee of our 
association. 

As I promised Mr. Nellis I would do, I called him immediately after the com- 
mittee meeting concluded and advised him that it was the concensus at that 
meeting that no one in our association was in a position to make a constructive 
contribution to the committee hearings at this time. This conclusion was based 
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in large part on the statement to me by your chief counsel that understandably 
your committee did not want any opinion evidence or hearsay evidence, but as 
Mr. Nellis described, you were interested only in “chapter and verse.” 

With the limited executive personnel among our members, and particularly 
with no research or statistical departments of the character required for docu- 
mented analysis, figures, and comparisons, it was concluded that in the limited 
time available, no one of the companies represented at the meeting could meet 


the standards described to me by your chief counsel, Mr. Nellis. 
Sincerely, 


JOHN J. IRWIN. 


APRIL 15, 1957. 
JOHN J. IRWIN, Esq., 


Counsel, Independent Refiners Association of California, Inc., 


Los Angeles, Calif. 

Dear Mr. Irwin: This is to acknowledge and thank you for your letter of 
April 12, 1957, in which you state that your client, the Independent Refiners 
Association of California, would like to have representatives of that association 
testify at hearings of Subcommittee No. 5 in Los Angeles. 

We are now compiling a list of prospective witnesses, and it would be helpful 
to the subcommittee if you will kindly submit the names of those who wish to 
testify, and also their statements, prior to the hearings beginning on April 24. 

Please send all communications to the subcommittee during the next 2 weeks, 
to the United States Post Office and Courthouse Building, 16th floor courtroom, 
Los Angeles, Calif. 

Thanking you for your cooperation in this matter, I am, 

Very sincerely yours, 
JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 


Los ANGELES, CaLir., April 12, 1957. 
Hon. JAMES ROOSEVELT, 


House Office Building, Washington, D. C. 


_ DEAR CONGRESSMAN ROOSEVELT: Reference is made to your letter to the under- 
signed of March 19 and the reply thereto under date of March 25 by James 
Lewis, executive vice president of the Independent Refiners Association of 
California, Ine. 

As Mr. Lewis explained in his letter of March 25, there was insufficient time 
between receipt of your letter to me and the meeting in your office on March 
28 for a meeting of our association. Thus we were unable to get authority for 
a representative to appear. Yesterday was the first meeting of the full mem- 
bership of the association since receipt of your letter. At that meeting a com- 
mittee was appointed to explore all matters within the knowledge of the indi- 
vidual members of our association which might be pertinent to the proposed 
hearings of your committee in Los Angeles. These hearings, we understand, 
are set for April 24, 25, and 26. The undersigned was asked to advise you that 
our association would like the opportunity of designating 2 or 3 of our mem- 
bers to be permitted to appear as witnesses on such of those dates here in 
Los Angeles as you might indicate. The names of the witnesses will be deter- 
mined by the committee referred to on the basis of knowledge of the subject. 

Your early reaction to this request is invited. 

Sincerely, 
JoHN J. IRWIN, 
Counsel, Independent ‘Refiners Association of California, Inc. 


Mr. Neuuts. In view of that, Mr. Chairman, I suggested the issu- 
ance of the subpena which the chairman signed, and Mr. Lewis is 
here. I merely want to state so far as the staff is concerned, we wanted 
to get some basic factual information about independent refiners 
in this area despite the fact that you apparently changed your minds 
about testifying voluntarily. 

Mr. Lewis. Well, it wasn’t me that he was referring to. He was 
referring to a committee of independent refiners, and I wasn’t even a 








a 


210 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


member of the committee. I am executive vice president of the 
association. 

Mr. Roosrveir. Mr. Lewis, I don’t think this is of great importance 
to the committee. The main point that I want to make is that the 
committee does want certain information. In view of the letter from 
Mr. Irwin, we have not called members of the association as coming 
directly from the association. We do want some pertinent facts 
which the association should be in a position to give us, and I think 
if it is all right with you 

Mr. Lewis. I will try to give them to you. I was merely trying to 
explain why I come unprepared with any statement to read to you at 
this time, because I didn’t know what you wanted. 

Mr. Roosevetr. I understand. Would counsel proceed with the 
questions ? 

Mr. Newuis. Yes. 

How many independent refiners, if you know, Mr. Lewis, are there 
in this California area ? 

Mr. Lewis. There are 18 altogether, not all of them gasoline re- 
finers, but refiners of petroleum products. 

Mr. Nexus. Do you know whether that number is larger or smaller 
than it was, say, 5 or 6 or 7 years ago? 

Mr. Lewis. It is smaller than it was 5 or 6 or 7 years ago. 

Mr. Neus. Mr. Irwin’s information was that there were some 
40 or 50 

Mr. Lewis. There never has been 40 or 50. I think the maximum 
number of independent refiners in California existed along about in the 
late thirties, when there were about 36. 

Mr. Neus. The number you say is 18? 

Mr. Lewis. About 18. 

Mr. Newuis. Are they all members of your association ? 

Mr. Lewis. No. Seventeen are. The 18th is not a gasoline refiner. 

Mr. Netuts. In general do you know whether they are progressing 
satisfactorily, financially and otherwise ? 

Mr. Lewis. Well, I don’t know, but I assume they are from the 
operations that they engage in and the appearance of the plants, and 
so forth. 

Mr. Netuis. Do you know how they procure their crude oil for 
the refining operations ? 

Mr. Lewis. I have no idea whatever. I know some of it that they 
will procure on February 5 of this year when the Elk Hills naval 
petroleum reserve of crude oil was put up for bid at the Elk Hills 
field. There were three of our members, independent refiners, 
who went up there to bid on it. It was an auction bid, and it could 
be bid in lots, 10 or 15 or 25 or 50 percent or all of it, and 3 of our 
members bid on the lots. Three of them together bid on 100 percent 
of it, and one of the major oil companies bid against them, and the 
bids got up to about 121% cents a barrel above the average posted price 
for the field when all bidders quit, and they were all equal; that is, 
the weighted average of the three independents who bid on various 
lots equaled the bid of the major company who bid on the entire lot, 
and the matter rested at an equal bid and was submitted back to Wash- 
ington, and ultimately it was awarded to these three independents. 
That was about 16,000 barrels a day. 
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Mr. Nexus. In general are these refineries all located within the 
State of California ? 

Mr. Lewis. I beg your pardon ? 

Mr. Netuis. Are these refineries of which you speak all located in 
the State of California? 

Mr. Lewis. Yes, they are. 

Mr. Newuis. Are they concentrated in any particular area? 

Mr. Lewis. The majority of them are in the Los Angeles Basin, but 
they extend up as far as Hanford and San Jacquin Valley. 

Mr. Neus. I assume that the refined products which are manu- 
factured by these companies are sold in competition with the products 
sold by major companies, is that correct? 

Mr. Lewis. Oh, yes. 

Mr. Nexus. If you know, do they successfully compete with these 
major oil companies? 

Mr. Lewis. I guess I will have to know more about what you mean 
by “successfully compete.” They are not losing business very fast, 
not losing business noticeably. 

Mr. Roosrvetr. Would counsel yield for a moment ? 

Mr. Newuis. Yes, sir. 

Mr. Roosrveitt. Have you been in the refining business yourself? 

Mr. Lewis. No, sir. 

Mr. Roosrvert. You have never been connected with the refining 
business. 

Mr. Lewis. Well, I have been connected with a company that owned 
a refinery, yes. 

Mr. Roosrvett. What was your capacity in that company? 

Mr. Lewis. At one time I was president of the Sunset Oil Co. here 
in Los Angeles. 

Mr. Roosrvetr. Then it would be fair to say that you have a pretty 
good practical knowledge of the business. Could you explain to the 
committee why the number of independent refineries has decreased 
from 36 to 18 since—I think you said it was in the late thirties that there 
was &@ maximum number of 36. Now it is down to 18. Can you give 
us the basic reasons for that decrease ? 

Mr. Lewis. I think the basic reason, Mr. Chairman, is that they just 
fail to keep up with the advances being made in the techniques of 
refining which would have been extremely costly for them to do, and 
they probably elected not to do it. I would say that. For instance, 
in the thirties all these independent refiners were what we call 
straight-run refineries, just straight distillation, and when “cat” crack- 
ing and its incidental techniques came along, some of the boys didn’t 
keep up with that, and the quality of their gas didn’t match the quali- 
ties that were put out by the more improved refineries, and the eco- 
nomics of refining were not suitable 

Mr. Roosrveit. Did they sell out, or did they just liquidate their 
business, or did they merge with other companies or 

Mr. Lewts. No; they generally liquidated. 








Mr. Roosrvett. Just plain liquidated and went out of business. 

Mr. Lewis. Yes. Some of them dismantled the plants, some of 
them did not. Some are still in existence. 

Mr. Roosrvetr. You mean they are just standing idle. 

Mr. Lewis. Yes. 
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Mr. Roosrvetr. Do you know whether any of the problem was re- 
lated to the inability of the people to secure financing? 

Mr. Lewts. I don’t know that, Mr. Roosevelt. I can’t tell whether 
they wanted to recondition their plants or modernize them. I did not 
at that particular time. 

Mr. Roosrvett. Does the association have the names of the com- 
panies that went out of business or the officers of the companies so if 
we wanted to pursue this further we could discuss the matter directly 
with any individuals? 

Mr. Lewis. I don’t have it with me, but I could get it to you very 
quickly. 

Mr. Hosmer. Mr. Chairman, could I ask a question ? 

Mr. Roosrevett. Mr. Hosmer. 

Mr. Hosmer. In order to get this in a frame of reference, you had 
36 in the late thirties, and you have 18 now. What was the approxi- 
mate number in 1945 and 1950? I am trying to figure out when these 
people went out of business. Was it recent or somewhat historical 
or what? 

Mr. Lewis. I can’t answer that definitely, but I can say this, that 
I think that probably 10 or 12 of them went out of business at about 
the time of the end of the war, of the Second World War, and the 
rest of them straggled out from time to time for various reasons, 
financial reasons or inability to modernize their plants and keep 
competitive in quality. That would make maybe 6 or 7 that have 
passed out of the picture since 1945. 

Mr. Hosmer. | suppose both the change in techniques, the more 
expensive type of process, plus the increase in pricing limit has made 
it unattractive: for some of those people to modernize, irrespective of 
whether they could get the funds to do it, is that right ? 

Mr. Lewis. I didn’t quite get that. 

Mr. Hosmer. Strike that question. I will drop that line. 

Mr. Roosevett. Mr. Nellis. 

Mr. Neuuis. Based on your knowledge of your membership and how 
they function, I wonder if you could express an expert opinion as to 
whether or not the sources proposed by this new west coast pipeline 
would aid you or your members in their financial and other opera- 
tions on the west coast. 

Mr. Lewis. I don’t see how it would. Our problem is not too much 
a crude problem right now, especially with this 16,000 barrels a day 
we will get from the Elk Hills. I can’t conceive of that being a vital 
assistance to them. 

Mr. Nexis. You don’t think it would increase the possibilities for 
independent refiners and thereby increase possibilities for their in- 
dependent distributors. When I say “possibilities,” I mean in terms of 
business possibilities. 

Mr. Lewis. Well, it—you mean might it tempt somebody to start 
a new refinery ? 

Mr. Neuuis. Yes. 

Mr. Lewis. The ones that are in existence now don’t need any—— 

Mr. Netuis. Well, would it tempt anybody ? 

Mr. Lewis. I question it. I don’t think it would. It certainly 
wouldn’t tempt me. 

Mr. Roosrvett. Mr. Brown? 

Mr. Brown. Mr. Lewis, you say you were president of Sunset Oil? 
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Mr. Lewis. Yes, sir, I was for 9 years. 

Mr. Brown. Is that company still in existence ? 

Mr. Lewis. Yes, it is known now as the Sunset International Oil 
Co. It became—it was merged with the International Mining Co., I 
believe, and became the Sunset International Oil Co. 

Mr. "Brown. You were with Sunset Oil from what dates now, 
roughly ¢ 

Mr. Lewis. From 1935 to 1944. 

Mr. Brown. Now, what was their refining capacity at that time? 
How much crude could they handle per day ? 

Mr. Lewis. Part of the time we didn’t operate any refinery. We 
had a contract purchase of gasoline, and we made connections in the 
midcontinent to purchase lubricating oil, and we purchased fuel oil. 

Mr. Brown. You were in a sense then a wholesaler at that point, is 
that right? 

Mr. Lewis. Yes, you could say that. We produced crude oil, but we 
sold it. 

Mr. Brown. Now, these—— 

Mr. Lewis. But we did operate a refinery for a short period of time. 

Mr. Brown. At the present time is Sunset International a bona 
fide refinery ¢ 

Mr. Lewis. Yes, it is. 

Mr. Brown. I don’t want to labor this point, but if there were 36 
independent refineries in the late thirties, after the real depth of the 
depression, and there are only 18 now, that is quite a mortality rate, 
Mr. Lewis. That is 50 percent. Do you think that a man who goes 
into the refinery business to compete in the refining and distribution of 
oil products today just has about 1 chance out of 2? 

Mr. Lewis. If he doesn’t keep competitive that is about all he will 
have in any business, I think. 

Mr. Brown. Well, now, would you say that it was just poor man- 
agement that was responsible for 18 of these people going out of 
business? 

Mr. Lewis. Well, that is a pretty broad statement. I don’t know 
just how to answer that. I would consider that good management 
would necessitate some forecast of your necessities and budget t and 
accumulation of funds to take care of your improvements and modern- 
ization of your plant so that you could bee ‘ome competitive, and if you 
didn’t do that, 1 guess the answer is that it is not the best management. 

Mr. Brown. Well, now, consideri ing the factors of selling any prod- 
uct, that is, distributing it, such as quality of product and availability 
of product. and consumer acceptance of product and the personnel to 
do it and the price, do you think that an independent can compete in 
these days with those basic factors in mind’ 

Mr. Lewis. Yes, they can. 

Mr. Brown. In fact, we have evidence to support that there is a 
growth in the sales of nonnational brand petroleum products. 

Mr. Lewis. I think that is right. 

Mr. Brown. Is that not a field then for a corresponding growth in 
independent refining ? 

Mr. Lewis. I would say it is a pretty good one, yes, if you have 
the money. 

Mr. Roosevevr. If what, sir ? 

Mr. Lewis. If you have the necessary capital. 
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Mr. Roosevetr. Is the capital difficult to raise? 

Mr. Lewis. I haven’t tried, Mr. Roosevelt. I don’t know how it 
would be right now, but I mean, I can’t conceive of anybody borrow- 
ing all the money necessary to build a refinery. You must have some 
to start in with. 

Mr. Roosrvevr. Is there any indication that the association might 
have that this was an attractive field for investment by people with 
money ? 

Mr. Lewis. We don’t publicize that. I haven’t any knowledge of 
it. I haven’t any—we are not trying to get other independents to 
start business. That isn’t our purpose. 

Mr. Roosevett. Would you, however, agree—if my colleague would 
yield for a minute. 

Mr. Brown. Yes. 

Mr. Roosrevett. Would you, however, agree that so far as you know 
there are no contemplated new independent refiners about to start in 
this area ? 

Mr. Lewis. Yes, I understand one will go on stream next month in 
Tacoma—that would be maybe not in this area, but on the Pacific 
coast. 

Mr. Roosrvett. Well, isn’t part of that because there are new pipe- 
lines and new sources of supply in the Northwest, whereas here the 
sources of supply are pretty well bottled up, shall we say ? 

Mr. Lewis. Well, I can’t answer that. I do believe, however, that 
we will find that this refiner y that goes on stream next month will start 
with imported crude oil. 

Mr. Roosrvetr. Imported crude oil. 

Mr. Lewis. Yes. 

Mr. Hosmer. Would you yield on that? 

Mr. Brown. Yes. 

Mr. Hosmer. How about these refineries around here, the independ- 
ent refiners? Have they expanded their capacity any in the last, say, 
5 years ? 

Mr. Lewis. Oh, greatly, yes. 

Mr. Hosmer. They have been increasing their ability to turn out 
gasoline and likewise have increased their purchases of the crude 
petroleum. 

Mr. Lewis. That’s right. 

Mr. Hosmer. That is all. Thank you. 

Mr. Brown. Now, have these independent refineries that are mem- 
bers of this exclusive 18 that want to keep it at 18 

Mr. Lewis. We don’t want to keep it at 18, but we don’t want to 
sell anybody else the idea of going into it; that isn’t our business. 

Mr. Brown. Have they had any difficulty i in obtaining capital to 
expand their plants? 

Mr. Lewis. I can’t answer whether they had any difficulty. They 
raised the capital. That is the only answer I can give you. 

Mr. Brown. They did get it. Did most of them get it by long-term 
debentures or by 

Mr. Lewis. I wouldn’t know. I don’t know that. 

Mr. Brown. Are you representing an association of —— 

Mr. Lewis. An association, yes. Those kinds of things we don’t 
consider to be our business. 
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Mr. Brown. I see. 

Mr. Lewis. I don’t even ask those kind of questions. 

Mr. Brown. I see. Well, thank you, Mr. Lewis. 

Mr. Roosrvett. Mr. Lewis, it is the understanding of the committee 
from Mr. Irwin that a good proportion of the crude bought by your 
refiners is provided by the major companies. Have you any percent- 
age figures in your association of the proportion bought from majors 
and the proportion bought from independent sources ? 

Mr. Lewis. No, I haven’t anything at all on that. 
of r. Roosrveit. The association doesn’t keep any figures on that at 
all? 

Mr. Lewis. None at all, no. 

Mr. Roosevett. What is the purpose of your association ? 

Mr. Lewis. Well, there are three main purposes. I would like in 
that respect to read something to you, ant I could leave a copy of it 
with you. The first purpose that we had in mind—first of all, let me 
say that I assumed my position with this association on January 1 of 
1956. This special report that I am going to read or portion of it that 
I will read consists of a resolution that was passed on October 27, 1955, 
some 3 months before I took office. 


Mr. Roosevett. If you could insert it in the record and just sum- 
marize it for us. 

Mr. Lewis. Yes, surely. 

Mr. Roosrvett. Thank you. 

(The document referred to is as follows :) 


Report oF SPectaAL COMMITTEE 


To the Members of Independent Refiners’ Association of California, Inc. 


Your special committee was appointed on October 27, 1955, to spell out and 
make recommendations with respect to the purposes and objectives of the associa- 
tion, That in accordance therewith, your committee submits the following: 

1. Your committee recommends that a resolution be made authorizing and 
directing the association to forthwith vigorously engage in a program and plan 
whereby the Government purchasing contracting agencies, such as ASPPA and 
others, will purchase a larger part of its petroleum product requirements from 
the truly independently owned and/or operated refineries, all in accordance with 
the spirit and intent of the Small Business Act of 1955, which gives to the Gov- 
ernment contracting agencies authority to allocate and set aside certain portions 
of any large procurement for the participation of small-business concerns. The 
said purchases to be negotiated on a fair and equitable formula giving con- 
sideration to the highest accepted bid prices. 

2. Your committee finds that the numerous destructive price wars, which have 
been recurring with increasing frequency and which have caused severe and 
unnatural fluctuation in market conditions during recent months and which 
have been a subject matter of investigation by various congressional committees, 
have been fostered to a large extent by unfair trade practices which are pro- 
hibited in interstate commerce by provisions of the Robinson-Patman Act and 
are prohibited in intrastate commerce by the Unfair Practices Act of the State 
of California. Some of the practices to which we refer are the making of sales 
below cost, the granting of secret rebates and subsidies, and the creation of 
locality discriminations in prices, all of which are expressly prohibited by Cali- 
fornia law. Under the authority of article II, section g of the articles of incor- 
poration (which provide, among the purposes of the corporation, “to promote 
the collective financial and economic betterment of the members or the cor- 
poration by eliminating unfair and destructive trade practices, and to prevent 
the constant recurrence of chaotic marketing conditions in the petroleum indus- 
try’), your committee recommends the adoption of resolutions authorizing the 
appropriate officers of the association to carry out the stated purpose by taking 
aggressive action to prevent and put an end to the unfair trade practices which 
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have been a cause of these chaotic conditions. 
follows: 

“‘Whereas one of the purposes of which this corporation was formed was to 
eliminate unfair and destructive trade practices in accordance with law and to 
prevent the constant recurrence of chaotic marketing conditions in the petroleum 
industry ; and 

“Whereas serious and unnatural disturbances of marketing conditions in said 
industry have been occuring with increasing frequency and appear to be caused 
and continued by unfair trade practices which are contrary to law: Now, there- 
fore, be it 

“Resolved, That to effectuate the aforementioned purpose of this corporation, 
the officers of this corporation be and they are hereby authorized and empow- 
ered to investigate any instance of the initiation or continuance of unfair trade 
practices which come to the attention of said officers, including the creation of 
locality discriminations, sales at less than cost, the giving of secret rebates, re- 
funds, commissions or unearned discounts, and the use of any other devices which 
are proscribed by the Unfair Practices Act of California or the Robinson-Patman 
Act, and to report their findings to the members; and be it further 

“Resolved, That said officers be and they are hereby authorized and empow- 
ered to expend such moneys as may be necessary to full investigate and collect 
evidence with respect to any such unfair trade practices, when in the opinion 
of the members the full investigation thereof is warranted, and to employ coun- 
sel and initiate legal action at the cost of this corporation to prevent and enjoin 
such unfair trade practices, and, in such cases as may be deemed appropriate by 
said officers, to present the matter to the proper public officials for such remedial 
action as may be justified under the laws.” 

3. Your committee also recommends that a resolution be passed authorizing 
the establishment of a committee representing the association as a bargaining 
agent to confer with the various labor unions and their representatives in con- 
nection with wages, classifications and other problems relative to industrial rela- 
tions, and that such committee emphasize the distinction and difference between 
the independent refiners and major oil companies and insist upon recognition of 
these differences in connection with wage negotiations with the unions. 
Respectfully submitted. 


A suggested resolution is as 


GrorGe T. Gocern, 
Chairman of Committee, 

MAtcotmM MoDvFrFis, 

Morton STERLING, 
Members of Committee. 

FEBRUARY 13, 1956. 

Mr. Lewis. The first objective we had was to recommend a resolu- 
tion—let me put it another way—to engage in a program to attempt 
to increase purchases of petroleum products made from independent 
refiners by Government agencies, such, at that time, as ASBAR, 
which is now MPSA, Military Purchasing Supply Association. We 
were successful in that. We sent representatives to Washington to 
confer with the proper authorities in the Navy Department and the 
Defense Department, and we were able to obtain a set-aside on the 
bids that were presented by ASBAR for the independents to bid on 
separately from the majors. I will use a figure of 20 percent as a 
round figure, for instance, was a set-aside figure for independents in 
the bids for jet propulsion fuel, JP-4. We successfully obtained 
that. We used the Small Business Act of 1955 as our vehicle to make 
our request for consideration, and ultimately we did obtain the per- 
centage set-aside. 

When, however, the bids were opened, we found that the military 
had suggested that our price on that should be the weighted average 
price of the unreserved portion. 

That displeased us quite a bit, of course, because it meant that in- 
stead of the Small Business Act helping us, it really hurt us, because 
if you had an average, any kind of an average, weighted average or 
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any average, you are necessarily lower than the high figure, and so 
some of the major oil companies obtained a higher figure for their bid 
on jet propulsion fuel than we did. 

Mr. Roosevett. You mean what you are saying is that the Defense 
Department made you take it at the weighted average but gave it to 
the majors at the point at which they bid? 

Mr. Lewis. At the prices they bid on the unreserved portion. For 
instance, as an example, if they started a bid at 10 cents a gallon and 
there was a 20-percent set-aside, they would bid on 80 percent of the 
requirements, and if the 80 percent arrived at a figure of 11 cents a 
gallon, you had—let’s say you had a weighted average of 10.3 cents, 
and we then were obligated to take our 20 percent at 10.3 cents, whereas, 
some of the majors bidding on their 80 percent unreserved portion 
got as high as 11 cents. Those figures are not exact, but I mean, that 
is an illustration. 

We are now attempting to get consideration for the independents 
to receive at least the cutoff price on the unreserved portion. 

Mr. Hosmer. This circumstance is due to the law that Congress 
passed, is that right, or is it due to a regulation of the —— 

Mr. Lewis. No, the Small Business Act didn’t provide for pricing 
as you undoubtedly know. But that is a piece of mechanism in the 
Defense Department that just worked out that way, and now we are 
working with the Defense Department, attempting to get a realistic 
figure for that portion that is set aside for the independents. 

Mr. Roosevetr. All right, now we have No. 1 objective. Let us go 
on to No.2 

Mr. Lewis. I am going to have to read a little of this language be- 
cause I want to be sure that it is legal: 





Your committee finds that the numerous destructive price wars which have 
been recurring with increasing frequency and which have caused severe annual 
fluctuation in market conditions during recent months and which have been the 
subject matter of investigation by various congressional committees have been 
fostered to a large extent by unfair trade practices which are prohibited in inter- 
state commerce by provisions of the Robinson-Patman Act and are prohibited in 
intrastate commerce by the Unfair Practices Act of the State of California. 

In that respect our purpose was to uncover sales of gasoline at retail 
below cost which then would 

Mr. Nexus. Below cost to whom, Mr, Lewis? 

Mr. Lewis. Below cost of the party that was selling it, a service 
station, for instance, that was selling gasoline at less than its cost, one 
brand of gasoline, and was the leader probably to get a large volume 
of customers in and sell other products in the station. As a whole the 
station might make some money, but on that particular grade of gas- 
oline he was selling it as a leader at a loss. 

Mr. Roosrevett. Have you been successful in uncovering any such 
evidence, and if so, to whom did you present it ? 

Mr. Lewis. Well, yes, we uncovered it, and the case is in process 
right now. I can’t give you the results. We did get an injunction, 
but—— 

Mr. Roosevett. Are you referring to San Diego? 

Mr. Lewis. Beg pardon? 

Mr. Roosrvetr. What is the case? 

Mr. Lewis. I am referring to a case here locally out near Whittier. 
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Mr. Netuts. In the State court under the Unfair Practices Act of 
California ? 

Mr. Lewis. Yes. 

Mr. Roosrvetr. Would you supply the committee with the name and 
number of the case ? 

Mr. Lewis. I think I can. It is No. 672513, the Independent Re- 
finers’ Association of California, plaintiff, against Stephen E. Rondon 
et al. 

Mr. Roosevett. Is this the only case you uncovered ? 

Mr. Lewis. It is the only one—the first one we have attempted. 

Mr. Roosever. The first meso heh attempted. 

Mr. Lewis. It was filed on January 15, 1957. 

Mr. Newus. Mr. Lewis—if I may, Mr. Chairman—do I see copies 
of the complaint and the answer and other pleadings there? 

Mr. Lewis. I haven't got the pleadings. I have got the complaint. 

Mr. Neus. I wonder if you would be ; good enough to submit that to 
the committee, and if you don’t have copies, we w ill have copies made 
and return it to you. 

Mr. Lewis. I have copies. 

(The document referred to is as follows :) 


IN THE SUPERIOR COURT OF THE STATE OF CALIFORNIA IN AND FOR 
THE COUNTY OF LOS ANGELES 


No. 672513 
COMPLAINT—TEMPORARY RESTRAINING ORDERS, INJUNCTIONS AND DAMAGES 


INDEPENDENT REFINERS’ ASSOCIATION OF CALIFORNIA, INC., A CORPORATION, PLAIN- 
TIFF v. STEPHEN E. RONDON AND VIRGINIA RONDON, INDIVIDUALLY AND AS Co- 
PARTNERS, DoING BUSINESS UNDER THE NAME OF §S. F. Ronpon Co. AND SERCO 
STATION, ET AL., DoE I, DoE II & RoeEs I Anp II, CorPorRATIONS, DEFENDANTS 


Plaintiff complains of defendants and each of them and for cause of action 
alleges : 
FIRST CAUSE OF ACTION 


I 


Plaintiff is a corporation duly organized and existing under and by virtue of the 
laws of the State of California and institutes this action in behalf of itself and 
all other persons similarly situated under authority of Section 17070 of the Busi- 
ness and Professions Code of the State of California, and institutes this action as 
the Assignee of Harry Ingber, operating a service station located at 5010 East 
Third Street, Los Angeles, California, Howard McPherson, operating a service 
station loc ated at 6569 Whittier Boulevard, Los Angeles 22, California, and Alvin 
Anenberg Enterprizes. and Community Stations, Inc., a corporation, and each 
of them, under and by virtue of the assignment of actual damages sustained by 
each of said assignors as a direct and proximate result of the activities of Stephen 
E. Rondon and Virginia Rondon, arising out of the business operations and acts 
of said persons since August 15, 1956 in connection with the operation of the 
service station located by said Rondons at 205 West Pomona Boulevard, Monterey 

-ark, California. 
II 


That Defendants Doe I and Doe II are individuals or partnerships and Defend- 
ants Roe I and Roe II are corporations; that said Defendants are sued herein by 
said fictitious names for the reason that the true names of said Defendants are 
at this time unknown to Plaintiff and upon ascertaining said true names, Plaintiff 
will ask leave of court to amend this complaint. Said Defendants have or claim 
some interest in the business being conducted at 205 West Pomona Boulevard, 
Monterey Park, California, under the name of Serco. 
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Ill 


That Defendants, Stephen EK. Rondon and Virginia Rondon, are sued herein in- 
dividually and as co-partners doing business under the style and name of 8S. B. 
Rondon Company, and Serco Station, and at all times herein mentioned are the 
owners and operators of a retail gasoline business located at 205 West Pomona 
Boulevard, Monterey Park, California. 


IV 


That the defendants, and each of them, have, from on or about August 15, 1956. 
and intermittently up to and including the date of filing this complaint, and at the 
present time are and have been since December 15, 1956, engaged in the practice 
of selling gasoline at the aforesaid location, in violation of the Unfair Practices 
Act of the State of California (Business and Professions Code, Section 17000 
et seq.), in that said defendants have sold and are selling gasoline under the 
brand name or designations of Serco Regular, Serco Ethyl and Serco Premium, 
at less than the cost thereof to said defendants, which said sales have been and are 
being made for the purpose of injuring competitors of said defendants and de- 
stroying competition. 

Vv 


That by reason of the selling by Defendants of said gasoline at less than the 
cost thereof to said Defendants as the term “cost” is used in Section 17026 of the 
Business and Professions Code of the State of California, said Defendants have 
thereby caused customers of competitors of Defendants to cease buying gasoline 
from said competitors. 

That as a direct and proximate result of the activities and things done by said 
Defendants, as aforesaid, competitors of said Defendants have been and are being 
injured, and competition between said competitors and the Defendants has been 
and now is being destroyed. 

VI 


That Harry Ingber is engaged in the business of selling gasoline at retail in 
Southern California under the name and style of S and A Service Stations and 
operates a station located at 5010 East Third Street, Los Angeles, California, 
and is engaged in the business of selling gasoline at retail at said location, that 
said station is in the same general trade area as the gasoline station owned and 
operated by defendants, as aforesaid, and is in direct competition with said 
defendants in the retail gasoline business; that under date of January 14, 1957, 
Harry Ingber assigned to Plaintiff, for a valuable consideration, any and all 
claims, demands and causes of action which he might have or thereafter acquire 
against Stephen E. Rondon and Virginia Rondon, or either of them, arising in any 
manner from the business operations or acts of said persons since August 15, 
1956 at the service station located at 205 West Pomona Boulevard, Monterey 
Park, California; that said assignor has been damaged in a sum of not less than 
One Thousand ($1,000.00) Dollars and unless the relief as hereinafter prayed for 
is granted, said assignor will be further damaged and Plaintiff will ask leave 
of the court to amend this Complaint to include any and all subsequent damages 
so suffered; that said assignment is, and has been made, pursuant to and in 
accordance with Section 17082 of the Business and Professions Code of the State 
of California. 

VII 


That Howard McPherson is engaged in the business of selling gasoline at retail 
in Southern California and operates a station at 6569 Whittier Boulevard, Los 
Angeles 22, California, and is engaged in the business of selling gasoline at retail 
at said location ; that said station is in the same general trade area as the gasoline 
station owned and operated by defendants, as aforesaid, and is in direct com- 
petition with said defendants in the retail gasoline business; that under date of 
January 7, 1957, Howard McPherson assigned to Plaintiff, for a valuable con- 
sideration, any and all claims, demands and causes of action which he might 
have or thereafter acquire against Stephen E. Rondon and Virginia Rondon, or 
either of them, arising in any manner from the business operations or acts of said 
persons since August 15, 1956 at the service station located at 205 West Pomona 
Boulevard, Monterey Park, California; that said assignor has been damaged in 
a sum of not less than Nine Hundred ($900.00) Dollars and unless the relief as 
hereinafter prayed for is granted, said assignor will be further damaged and 
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Plaintiff will ask leave of the court to amend this Complaint to include any and 
all subsequent damages so suffered ; that said assignment is, and has been made 
pursuant to and in accordance with Section 17082 of the Business and Professions 
Code of the State of California. 

VIII 


That Community Stations, Inc., a California corporation, is engaged in the 
business of selling gasoline at retail in Southern California and operates a station 
located at 5409 East Beverly Boulevard, East Los Angeles, California, and is 
engaged in the business of selling gasoline at retail at said location; that said 
station is in the same general trade area as the gasoline station owned and 
operated by defendants, as aforesaid, and is in direct competition with said de- 
fendants in the retail gasoline business; that under date of January 2, 1957, 
Community Stations, Inc., a corporation, assigned to Plaintiff, for a valuable con- 
sideration, any and all claims, demands and causes of action which it might have 
or thereafter acquire against Stephen E. Rondon and Virginia Rondon, or either 
of them, arising in any manner from the business operations or acts of said 
persons since August 15, 1956, at the service station located at 205 West Pomona 
Boulevard, Monterey Park, California; that said assignor has been damaged in 
a sum of not less than Eleven Hundred ($1,100.00) Dollars and unless the re- 
lief as hereinafter prayed for is granted, said assignor will be further damaged 
and Plaintiff will ask leave of the court to amend this Complaint to include any 
and all subsequent damages so suffered; that said assignment is, and has been 
made pursuant to and in accordance with Section 17082 of the Business and 
Professions Code of the State of California. 


IX 


That said sales of gasoline by Defendants below cost as hereinbefore defined, 
does not come within any of the exemptions and exceptions as authorized or 
permitted by Sections 17000 to 17001 of the Business and Professions Code of the 
State of California. 

X 


That unless Defendants and each of them are restrained and enjoined from 
selling gasoline at the aforesaid location at a price less than the cost thereof to 
said Defendants and for the purpose of injuring competitors and destroying 
competition, Plaintiff will and the competitors of said Defendants will suffer 
irreparable damage and injury; that Plaintiff has no speedy or adequate remedy 
at law and therefore seeks equitable relief as hereinafter prayed for. 


SECOND CAUSE OF ACTION 


Plaintiff complains of the Defendants and each of them and for a second, sepa- 
rate, and distinct cause of action alleges: 


I 


Plaintiff realleges and incorporates all of the allegations contained in Para- 
graphs I through X inclusive of its First Cause of Action herein to the same 
effect as herein set forth in full. 

II 


That Defendants and each of them have from or about August 15, 1956, and 
intermittently to and including the date of filing of this Complaint and have since 
December 15, 1956, to and including the date of the filing of this Complaint been 
selling regular gasoline at prices of either 23.9 cents per gallon or 21.9 cents per 
gallon ; that said price charged for said gasoline is now and at all time herein men- 
tioned below cost as that term is used in Section 17026 of the Business and Pro- 
fessions Code. 


Ill 


That said Defendants have been and now are selling said gasoline as a “loss 
leader” with the purpose and intention of inducing, promoting, or encouraging 
the purchasers of said gasoline to purchase other petroleum products sold by 
said Defendants. 
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IV 


That said sales of gasoline as a “loss leader” by said defendants has had and 
will continue to have the effect intended by Defendants and each of them of 
diverting trade and injuring competitors of the said Defendants; that said sales 
of gasoline as a “loss leader” tend to mislead and have the capacity of mislead- 
ing or deceiving purchasers or prospective purchasers thereof. 


V 


That said sales of gasoline by Defendants as a “loss leader” do not come within 
the exemptions and exceptions authorized or permitted by Sections 17000 to 
17001 of the Business and Professions Code. 
























VI 


That unless Defendants and each of them are enjoined and unless the relief 
hereinafter prayed for is granted, Defendants will continue to sell said regular 
gasoline below cost, and as a “loss leader’, to the injury of Plaintiff and its 
Assignors and will tend to destroy competition. 





THIRD CAUSE OF ACTION 





Plaintiff complains of the Defendants and each of them and for a third, sepa- 
rate, and distinct cause of action alleges: 


I 


Plaintiff realleges and incorporates all of the allegations contained in Para- 
graphs I through X inclusive of its First Clause of Action herein to the same effect 
as herein set forth in full. 









II 


That Defendants and each of them have from or about August 15, 1956, and 
intermittently to and including the date of filing of this Complaint and have since 
December 15, 1956, to and including the date of the filing of this Complaint been 
selling ethyl gasoline at prices of 24.9 cents per gallon or 23.9 cents per gallon; 
that said price charged for said gasoline is now and at all times herein mentioned 
below cost as that term is used in Section 17026 of the Business and Professions 
Code. 












III 










That said Defendants have been and now are selling said ethyl gasoline as 
a “loss leader” with the purpose and intention of inducing promoting, or en- 
couraging the purchasers of said ethyl gasoline to purchase other petroleum 
products sold by said Defendants. 

IV 


That said sales of ethyl gasoline as a “loss leader” by said Defendants has 
had and will continue to have the effect intended by Defendants and each of 
them of diverting trade and injuring competitors of the said Defendants; that 
said sales of ethyl gasoline as a “loss leader” tend to mislead and have the 
capacity of misleading or deceiving purchasers or prospective purchasers thereof. 


¥ 


That said sales of ethyl gasoline by Defendants as a “loss leader” do not come 
within the exemptions and exceptions authorized or permitted by Sections 
17000 to 17001 of the Business and Professions Code. 




















VI 


That unless Defendants and each of them are enjoined and unless the relief 
hereinafter prayed for is granted, Defendants will continue to sell said ethyl 
gasoline below cost, and as a “loss leader’, to the injury of Plaintiff and its 
Assignors and will tend to destroy competition. 
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FOURTH CAUSE OF ACTION 


Plaintiff complains of the Defendants and each of them and for a fourth, 
separate, and distinct cause of action alleges: 


I 


Plaintiff realleges and incorporates all of the allegations contained in Para- 
graphs I through X inclusive of its First Cause of Action herein to the same 
effect as herein set forth in full. 

II 


That Defendants and each of them have from or about August 15, 1956, and 
intermittently to and including the date of filing of this Complaint and have 
since December 15, 1956, to and including the date of the filing of this Com- 
plaint been selling premium ethyl gasoline at prices of 36.9 cents per gallon; 
that said price charged for said gasoline is now and at all times herein men- 
tioned below cost as that term is used in Section 17026 of the Business and 
Professions Code. 

III 


That said Defendants have been and now are selling said premium ethyl gaso- 
line as a “loss leader” with the purpose and intention of inducing, promoting, 
or encouraging the purchasers of said ethyl premium gasoline to purchase other 
petroleum products sold by said Defendants. 


IV 


That said sales of ethyl premium gasoline as a “loss leader” by said De- 
fendants has had and will continue to have the effect intended by Defendants 
and each of them of diverting trade and injuring competitors of the said De- 
fendants; that said sales of premium ethyl gasoline as a “loss leader” tend 
to mislead and have the capacity of misleading or deceiving purchasers or 
prospective purchasers thereof. 

V 

That said sales of premium ethyl gasoline by Defendants as a “loss leader” do 
not come within the exemptions and exceptions authorized or permitted by Sec- 
tions 17000 to 17001 of the Business and Professions Code. 


VI 


That unless Defendants and each of them are enjoined and unless the relief 
hereinafter prayed for is granted, Defendants will continue to sell said ethyl 
gasoline below cost, and as a “loss leader’, to the injury of Plaintiff and its 
Assignors and will tend to destroy competition. 

WHEREFORE, Plaintiff prays: 

1. That judgment of this Court be entered restraining and enjoining Defendants 
and each of them from directly or indirectly violating any provisions of the 
said Unfair Practices Act by selling gasoline from said premises at less than 
eost for the purpose of injuring Plaintiff or for the purpose of destroying com- 
petition. 

2. That judgment of this Court entered restraining and enjoining Defend- 
ants and each of them from selling gasoline as a “loss leader” in violation of the 
Unfair Practices Act. 

3. The Plaintiff have recover damages against the Defendants, and each of 
them, in the sum of not less than Three Thousand ($3,000.00) Dollars and such 
further sums to which Plaintiff is entitled as actual damages. 

4. For costs of suit and for such other and further relief as to the Court seems 
just and proper. 

W. Avan THopy, 
Rospert L. TOLLEFSON, 
Attorneys for Plaintiff. — 
STATE OF CALIFORNIA, 
County of Los Angeles, 8.8.: 

GrorceE T. GoaGtIn, being first duly sworn, says: 

That he is the President of the Plaintiff Corporation, and makes this verifica- 
tion on behalf of Plaintiff corporation, in the above entitled action; that he has 
read the foregoing complaint and knows the contents thereof; and that the 
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same is true of his own knowledge, except as to the matters which are therein 
stated upon his information or belief, and as to those matters that he believes 
it to be true, 


Grorce T. Goaarn. 
Subscribed and sworn to before me January 15, 1957. 


[SEAL. ] W. ALAN THopy, 
Notary Public in and for the County of Los Angeles, State of California. 

Mr. Roosrveir. You obtained a preliminary injunction ? 

Mr. Lewis. Yes. 

Mr. Roosrvetr. That is No.2. May we goat No. 3? 

Mr. Lewis. Well, No. 3 is for the purpose of establishing, which 
we did, what we call a labor relations committee. 

Mr. Roosrvetr. A labor relations committee ? 

Mr. Lewis. Labor relations committee, and the purpose of that was 
to have the committee confer with various labor unions to try to cor- 
relate our settlements in some way or other so that one refiner wouldn’t 
be paying one wage to the same classification and another refiner pay- 
ing a higher wage, and also, we are in the process of doing that right 
now, working out a reclassification, a job classification, use we 
find that all companies don’t classify the jobs under the same name, 
and we have difficulty trying to match up wages. 

Mr. Roosrvetr. Does your association have any connection with 
the refiners in their dealings with dealers ? 

Mr. Lewis. I beg your pardon ¢ 

Mr. Roosevreir. Does your association have any supervision or any 
connection or any business with the refineries that have to do or have 
relationship, direct relationships, with dealers? 

Mr. Lewis. No, we have no relationship with them at all, no con- 
nection, 

Mr. Roosrvett. However, some of your refineries—let me put it 
this way: Dosome of your refineries have lessee dealers ? 

Mr. Lewis. Oh, yes. 

Mr. Roosevetr. But those problems as they come up do not come 
within the purview of your association ¢ 

Mr. Lewis. They do not. 

Mr. Roosevett. They do not. 

Mr. Lewis. They do not. 

Mr. Roosevett. Are you in any degree familiar with the problems 
of bootlegging in the industry ¢ 

Mr. Lewis. Familiar is a kind of a funny word—— 

Mr. Roosrvetr. Use your own word. I don’t want to put a word 
in your mouth. 

Mr. Lewis. No, I am not acquainted with that. Since I have been 
in this posititon I have kept pretty aloof from anything to do with 
prices. 

Mr. Roosevett. I am not aceusing you of bootlegging, don’t mis- 
understand me. You do know that such things occur within the in- 
dustry, do you not, Mr. Lewis? 

Mr. Lewis. I have heard that word batted around, yes. 

Mr. Roosrvett. You have heard it batted around. Would you ex- 
plain the process of bootlegging to the committee as you understand it? 

Mr. Lewis. Well, as I understand it—and this is my own—there is 
no definition for it. 

Mr. Roosevett. There is no—— 
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Mr. Lewts. You understand there is no definition for it. But I take 
it to be what we called in my days of marketing a peddler who would 
run around with his truck from refinery to refinery trying to find some 
distress gasoline, some refiner who didn’t have storage enough and had 
to unload, and permit him thereby to buy it at a cheap price, and then 
he would take it out and unload it, as we call it, bootleg it, to any 
unbranded dealers. 

Mr. Roosevett. Is this a practice of independent refiners only ? 

Mr. Lewis. I don’t know that. 

Mr. Roosreveitt. Have you ever heard of it being limited to inde- 
pendent refiners only ? 

Mr. Lewis. Yes, I think that is pretty safe to say. I don’t think 
majors—maybe not because they are too ethical, I won’t say that, but 
because they have plenty of storage space, they don’t have to unload 
the way we do. 

Mr. Netuis. May I ask one question about this case? Since this 
case is in litigation, I won’t ask you any questions about the merits 
of it, but in the course of your investigation did you happen to find 
out where this gasoline came from that you accuse the defendants of 
selling below cost ? 

Mr. Lewis. Yes, we know; from one of our members. 

Mr. Nets. You sued a dealer of one of your own members for 
selling gasoline below cost ? 

Mr. Lewis. That’s right, and one of our own members was perfectly 
agreeable to it. He sold at the price that he would sell anybody at 
his rack, and he had nothing to do with the resale prices. 

Mr. Netus. Is he still a member of your association ? 

Mr. Lewis, Sure is, 

Mr. Neus. I think that is all I want on that, Mr. Chairman. 

Mr. Hosmer. In other words, you didn’t have any control over the 
defendant in this case who turned around and sold at retail for iess 
than he purchased it for; is that right ? 

Mr. Lewis. That’s right. 

Mr. Neus. I just would like to get a little clearer picture for the 
committee’s record on the refining industry back in the thirties as com- 
pared with now. Back then it was essentially a mechanical process; 
was it not ? 

Mr. Lewis. The refining? 

Mr. Neus. Yes. 

Mr. Lewis. Oh, yes, it was just a distillation process, just putting 
some crude oil in a kettle and heating it. 

Mr. Nexus. Then you had some compression by which you handle 
the gasoline. 

Mr. Lewis. Yes. 

Mr. Netuts. But now it isa chemical 

Mr. Lewis. Now, it has gotten away from me. I can’t explain it 
any more. 

Mr. Netuis. It takes a very large type of investment to begin with 
as compared to what it was back in the early days. 

Mr. Lewis. That’s right, reforming, processing, unifying, and 
everything else. 

Mr. Nexus. That is all. 
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Mr. Roosrvetr. Mr. Lewis, the statement has been made to the 
committee that the real problem of gasoline distribution on the west 
coast is the practice followed by Standard, Richfield, and to some 
extent by Union, and perhaps others, in selling to unbranded multiple 
ten! retailers the same grade of gasoline which they sell to their 

randed jobbers at 2 cents or more under the jobber or wholesale 
price. This is referred to in some places as bootlegging. Is the asso- 
ciation interested or in any way worried about this practice, this 
alleged practice, let me say ? 

Mr. Lewis. The association is not, no. We are not concerned with 
it. Probably some of our members may be. We don’t discuss it with 
them. 

Mr. Roosrvett. Would it be harmful or embarrassing to your mem- 
bership individually to bring them before the committee and ask 
them specific questions about this?) Do you know of any reason why 
they shouldn’t or wouldn’t or couldn’t come voluntarily ? 

Mr. Lewis. No, I don’t know of any reason. I think one of our 
members was here this morning, Hancock Oil Co. ¥ came in during 
his testimony. 

Mr. Roosrvert. As far as you know, it would not do them any 
damage to bring them in and ask them questions about distribution—— 

Mr. Lewts. No more than it did Hancock. 

Mr. Roosrvett. I just want to establish that, because the committee 
doesn’t want to bring people before the committee that might be in- 
jured by coming before it in open session. 

Mr. Lewis. No, I don’t see why they would be. 

Mr. Hosmer. If the majors were prohibited from selling gasoline 
to these rebrand people, would that open up a bigger market for you, 
your independent refiners ? 

Mr. Lewis. Oh, I think the answer to that must necessarily be “yes,” 
if anybody is prohibited from selling to them and we are not pro- 
hibited—— 

Mr. Hosmer. They are going to buy gasoline irrespective of whether 
they were cut off from that particular source. 

That is all. 

Mr. Roosevett. Mr. Brown? 

Mr. Brown. Mr. Lewis, what about the general quality of product 
that an independent refiner can make today ? 

Mr. Lewis. Well, we have some pretty fine refineries now in the in- 
dependent group, making just about as good-products, I think, as ‘any 
of the majorsmight. 

Mr. Brown. What kind of gasoline do you use in your car? 

Mr. Lewis. Well, sir, being an association man, I patronize several 
of the different members. [ Laughter. | 

Mr. Brown. Thank you, Mr. Lewis. 

Mr. Roosevetr. Well, Mr. Lewis, we want to thank you very much 
for your cooperation before the committee. 

The committee understands that Mr. Glasco wants to make a very 
brief statement. Is Mr. Glasco here ? 

I don’t believe we have identified you for the record yet. Will you 
identify yourself and then I will swear you. 

Mr. Guasco. Mr. M. L. Glasco, of Dallas, West Coast Pipeline Co. 
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Mr. Roosevecr. I am going to swear you as the rest of the witnesses 
have been sworn. 

Do you solemnly swear that the testimony you are about to give be- 
for this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Grasco. I do. 


TESTIMONY OF M. L. GLASCO, WEST COAST PIPELINE CO., 
DALLAS, TEX. 


Mr. Roosrvett. Proceed. 

Mr. Guiasco. Mr, Chairman, as to the questions asked about the post- 
ed prices of gasoline in different places and the difference between post- 
ed prices this morning there, I think maybe there are some records here 
that will straighten that out. There are some of those sheets that 
weren’t in evidence this morning. You have here—you will notice that 
the posted price, tank-wagon price, of Texas Co. Fire Chief gasoline 
in El Paso is 18.3, and in Houston it is 16.2. Also in Wichita Falls, 
16.5. El Paso happens to be the place that the Texas Co. and the 
Standard of California operate refineries at that point, and it is hard 
to figure out why there should be almost 2 cents differential in the 
price of refined products in El Paso district, comparing it to the crude 
that is shipped there just a distance of 250 miles. That one point, they 
have 2 cents differential there almost in their prices of gasoline. You 
will find over here in your Standard of California prices of your tank 
posting, truck posting—you have in Los Angeles 17.1. In east Texas 
they have a posted price there of their 84 regular gasoline of 13 and 
13.5. 

Mr. Roosevect. Is that the same grade that is referred to in the 
17.1? 

Mr. Guasco. Yes. That is referred to as their regular octanes, 84- 
octane gasoline. 

Mr. Hosmer. Will you identify these sheets for the record ? 

Mr. Guasco. Yes. This is Platt’s Oilgram, page 3, volume 35, num- 
ber 77. 

Mr. Roosevett. The date? 

Mr. Guasco. The dates are April 18 and 19. 

Mr. Hosmer. What is your other’one? 

Mr. Guasco. This other is volume 35, April 22 of the same Platt’s 
Oilgram, and then this 

Mr. Roosevett. Here there is roughly a difference of 4 cents, is 
that correct ? 

Mr. Guasco. Well, if you take these Platt’s Oilgrams, which are 
supposed to be right, and if you take—— 

Mr. Rooseveut. In other words, it is lower in California than it is 
in 

Mr. Guasco. No, no. No; it is higher in California. 

Mr. Roosrvert. 17.1 

Mr. Guasco. 17.1 in Los Angeles. 

Mr. Roosevett. And 13 and 13.5 in east Texas? 

Mr. Guasco. East Texas area of your 84-octane gasoline. That is 
quoted on page 5—A. 

Mr. Rooseveit. Number one, they have to ship it here, don’t they? 
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Mr. Giasco. There shouldn’t be any difference. If your crude oil 
is here in the Los Angeles Basin, it is all produced and manufactured 
within a radius of 10 miles, while the crude in east Texas is shipped 
down to the gulf coast and manufactured and then shipped back into 
the area and still it is cheaper gasoline down there. 

Mr. Roosevett. In other words, you don’t believe that there is any 
of that crude shipped from east Texas up to Los Angeles area ? 

Mr. Guasco. Oh, there is some eet out there, but the consumer 
has to pay the penalty—they have been until this new refining facili- 
ties have been developed up in the northwest territory. 

Mr. Roosrvert. Have you any theories on why there should be? 

Mr. Guasco. There is just one reason, that there isn’t enough crude 
oil out here—if you will take crude oil—if you get an abundant supply 
of crude oil on the west coast, you are going to break the price com- 
parable to the rest of the U nited States. 

Mr. Roosevett. What is the price of crude oil here, California crude 
oil ? 

Mr. Guasco. I can give you those posted prices. 

Mr. Roosevetr. Would it be shown on that same sheet ? 

Mr. Guasco. Yes. 

Mr. Hosmer. You have comparable qualities of oil, so just give 
the comparable. 

Mr. Guasco. All right. You take your 40 gravity crude oil in 
Kettleman Hill, costs $3.70. 

Mr. Brown. What is it in Texas, 40 gravity? 

Mr. Guasco. It is $4.15 a barrel, that is your sweet crudes. Your 
intermediate crude, which is about a 50-50 sweet and sour, is $3.08. 
Your regular sour crude, which is about what your Kettleman Hill 
would be, is $3.02 in west Texas. 

Mr. Roosevetr. All right, sir. Thank you. I am going to state for 
the record that if any representative of Texaco or Standard Oil wants 
later on to make a statement concerning these facts just presented to 
the eo we will be very happy to hear them. 

Mr. Guasco. May I leave these with you? 

Mr. Roosevett. Yes, if you would, and thank you very much. 

(The documents referred to are as follows :) 
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Ed a danionasnisee ocel Be benwceuniaede " is 5.02 (4).......- 4.76 (3) 
Pensacola _.--.-- SES eNE* Wis Ei cvicse ci sos sealed atiatin thvigaioe 
| ee 3s) a (4).....-..] 4.76 (3). 
Port Everglades. -.-..........- 12.2 (4)...... 5.124 ® 
ORCI 6 6 wi celsewenenaneninns SEB Geiitns edb ee heeesend oe eral online chavennboundabbacabomencee 
a. ise anon ea acins 12.4 (3)... 5.06... 
adc eedeeme Be i acnnseut RAG SO ince wees 
‘Tampa-.-.- Ri a ea ee 5.082 (5) 
WwW ilmington, Ree Mente es Ie Ol caatcunen BF Ci itivcnadtademenmuets 











1 Some suppliers quote 5 cents less to resellers. 











No. 6 fuel No. 6 fuel 
No. 6 fuel no No. 6 fuel no maximum maximum Bunker C fuel, 
sulfur guar- sulfur guar- 1 percent 1 percent ships’ bunkers 
antee antee, barges sulfur sulfur, 
barges 

New York Harbor---_-- (14) $3.33_...-.] (15) $3.30......| $3.68 (2)_...- $3.65 (2)_..-- (11) $3.30-3.40. 
BET. .5 nos ncdcannpasecl Be Gives es aaglasgemaghubnbos dbcecuscaebemaeindaeaars 
PNG. 35S tweens Be Ue ices on) Scot bdccticdatlebunscentadambdoumatwan 3.30 (4). 
Baton Rouge__-...----- UN Ea osk. Sal Me ae eae Cn ee 2.70 (2). 
Bowie......2---0.<0>-.-1 3.20 @ *...-...1 Bae tse ie .--| 3.33 (6). 
GEO. i. wancenwees Se Ges. sst... 3.21 (3) Es .| 3.21 (4). 
Corpus Christi 2.88... (2) 2.85-3. oS (2) 2.85-3.15, 
Houston ; (3) 2.78-3.05.--| (5) 2.75-3.10.--| 3. : .| (6) 2.75-3.10. 
Jacksonville............. GSP GO csc PLEA ii wwwantcabeeatocnmanitin -| 3.17 (6). 
a ies ie its D iicnnicainien ech Se etnies nihtidlann amie Diana ncmnninisiiil 3.11 (3). 
IS oie Suan cserbtiiteoniod dee ca clvacndt Eadaatcn 2.80. 
New Haven. .-.......-.--. ee Girne ce ee Ol CaN UE AE eo mcndsonlocdncccnsceees 3. 32. 
BOW ULIONE Rn ccc ccancn) Ste UP wnaceue Oe a gg le Raed tam samba 75 (3). 
od Atl cite dipciniidss Sele Wenetasas a 3.96 (8), 
Philadelphia. samp nsel: ee ade ee 3.40 (8).....--- 3.68 (5)......]| 3.65 (4)_....- (3) 3.30-3.40 (7). 
Port Evergk MAOD.. onacnaccl SA0 GP nccuousbee aD dodiieiealiineietietdenpiataee jPniiadwde dbiddieied 3.11 (4). 
Ph. ducouecunceand | eee Be Ci ncascalhtdeeeuhinbedanclwpanunen daniel 33. 
iy Ee meee (@)........ 2 3.69-3.79.....| 3.66.....-.. 3.31 (8). 
Savanna. .....-.csisss AM (@.......- BE OD noc cceecdondebidtidedacslcnceeneaaccle eee 
Pe dindocaswonssconn ef a ee eee 3.05 (5). 





1 Some suppliers quote 10 cents bbl. bigher to consumers. 
2 Some suppliers quote 5 cents bbl. less to resellers only. 


WESTERN PENNSYLVANIA QUOTATIONS 
Lubricating oils and wages 


Lube prices are for sales made or offers reliably reported to jobbers and com- 
pounders only. 


Viscous neutrals, No. 3 Col., vis. at 70°: Bright Stock, No. 8 Col., 145-155 vis. at 


200 vis. (180 150 sie. (148 210°: an 
vis. at 100) at 1 
420°(25 fash 400405 fash 35D eeccoees 28. 
i) SS 27 (2) Se 27 (5). 


15 p. t..------ 26 (2) 24 (2) Cylinder stocks: 


25 p. t--.----- 25 (5) 23 (4) "600s. r. filterable.... (3) 20.5-21.5. 
White crude scale wax (t. c. MR i ne (3) 21.5-22.5. 


in bulk), 124-126 AMP._ 6.25 (3) ~— 600 flash...________. (3) 23-24 (2) 
630 flash............ (2) 24-25 (2) 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Gasoline—naphtha—kerosine—fuel oil 


| Bradford-Warren Oil City district Pittsburgh 
district | district 


Motor gasoline: | 
94-octane premium. beac G AD. ¢sccuchecaetahnscont HME cre ee 
88-octane regular -- bits AE noone ac ets 13.26-13.76...............| 18.65. 

Naphtha (Stoddard solvent) ST Mite Sakekebancs oaedsbu tte) Mbsdasecbeescen 

Kerosene and fuel oil: 

MOPOMINO. «5 <4 ne---~------.4) Ge) 28-18.25 (3). .....-.-.]| 13 96-98.5_...............] I ABe1BG, 

55-cetane diesel (2) 12.75- sont he i aa aioe s 

SI oe So tpt een ct ccs lees, OS ae gt | 12.85-13.1. 

I iss il atta ghio ck cxisins> cntsncn ies 7a 12.75-12.85 .------| 13.2-18.45, 

No. 2 fuel. de A Cit casted 12,25-12.5 (2)___-_- ...-| 12.7-12.85. 

36-40 gravity fuel - ac code ake sthe Er ibehincucsekuindepel Ma 





| aaa! 


Arkansas 
(for ship- 
Kansas (for Kansas ment to 
destination only) Arkansas 
and Loui- 
siana) 


| Oklahoma (Okla- | Oklahoma (group 3) 
homa shipment) (northern shipment) | 


bs 
| 


Motor gasoline: 
95-octane premium _-_- NM ; 7 (3) 14.5-14.75 (2)_..-- 
94-octane premium. __ 
92-octane premium_-_-}--_--- 
88-octane regular 
86-octane regular. -_-- 
84-octane regular..___|__- 
60-octane M. and ” 71.75-12.25- 
below. 
42-44 w. w. kerosine__.___} (3) 10.5-11.375__._- (3) 10.375-11.125 
its SER ty line, TE TRE SRE Sie 
62 and below d. i. diesel_.|__.._...---- > 
58 and above d. i. diesel_. 10.125-11. 625 | 10-11,125_ 10. 375-10.75 
No. | (4) 10.125-11.125_.- (4) 10-11.125______- .| (3) 10.25-10.875_..._- 
No. (4) 9.5-10.5...._-. bad 9.375-10.5 9.5-10.25 
No. Snepetgeie 
No. § ohaee fae 
No. " (3) $2.35-$2.60- - 








Truck transport lots Texas and New Mexico shipment 


East Texas | Central West | North Texas West Texas 
Texas 


Motor gasoline: 
97-octane premium 5-15 | 15.876 i. 15.875. 
95-octane premium | 15. ree: . -.| 15-15.125. 
88-octane regular 13-13. i sci daadiienanandlll (2) 13. '25-14.25 
86-octane regular. _-_-_...-- Sine ccecasell f -| 13.25-14 
84-octane regular___- 1 ad: 2<ci.n0) Se 13.25-13.75.....----| 
60-octane M. and below - oe 8 Rea ye ceuend 11.875-13.5 

42-44 w. w. kerosene___._.....-..| 10-10.75. - _- ‘ .-.--------| 9.9-11.25 

58 and above d. i. diesel . 5 .75- 9.9-11.375.__......- 

pin can wenwncmndiccsinteiamminnd toawetnckisokenanemelbtes sikbadiine 

I na. sires aonb reine cainiegeell aie 

No. 6 fuel $2.45-$2.75_- 
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MIDWEST WHOLESALE PRICES 


Prices are to jobbers and distributors in tank cars and/or truck transport lots 
f. o. b. refineries, pipeline terminals, and inland waterway barge terminals. 


Chicago Minneapolis-St. 
Paul 





Motor gasoline: | 
97-octane premium Ee OR es cnicuncreaiiubinn 
96-octane premium nanneeel | @ Ae 25-14.5 (2)...... (5) 15x. 
95-octane premium 
94-octane premium 
91-octane regular 
89-octane regular (6) 12. 5-12, 75 Soumeniamennsnat 
88-octane regular . ee a (5) 13.25x. 
86-octane regular | (2) 12,26 

Light fuel oils: 
No. l/range oil L (9) 11-11.65 10.875-12.8. 
No. 2 fuel (10) 10.25-10.65..............} 10.25-12, 

Heavy fuel oils: 

No. 5 low sulfur 
No. 5 high sulfur (4) 9.4x. 
No. 6 low sulfur 2) 8. 85-8. 95 

No. 6 high sulfur | (4) 8.7x. 





CENTRAL MICHIGAN 


*. o. b, Central Michigan refineries] 

Motor gasoline: 

95-octane premium ‘ (6) 16. 

90-octane regular (2) 13.75-14 (4). 
Range oil___- (4) 14.1. 
46—49 w. w. kerosine ‘2) on 4-14.8. 
i Mae MERCI ne ee eh a Bee obhewuccoe 
No. 2 fuel. --_- () iat 13.6. 
U. G. I. gas oil 
No. 5 fuel (2) 10.05—10.3. 
No. 6 fuel 9.3. 


LP—GAS PRICES 
[Producers’ contract prices for propane, tank cars} 


New York Harbor._.--.. 9. 8 (2). Baton Rouge 
Philadelphia 
Toledo oO. Shreveport 
Houston ‘ New Orleans__- 
Oklahoma (group 3) 
1 Subject to 1-cent gallon discount. 
OHIO PRICES 


(Quotations of Standard Oil of Ohio for delivery to Ohio points] 


Motor gasoline: 
90-octane regular 1 Nei -1-tvieleinewexxtesdwccs 
Kerosine ' 13. 6 | No. 2 fuel 
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SEABOARD WAX 


Melting points are AMP, 3° higher than EMP. Prices, in cents per pound, are 
for carload lots. Domestic prices are f. 0. b. refinery ; scale in bags or barrels, 


fully refined slabs loose. Export prices are f. a. s.; scale in bags or barrels, fully 
refined in bags or cartons. 








New York domestic New York 
export 
Crane aaakte 106-100 wihhite....~ occ i cntbnisnb nd is~cccosceescenee BF Gl cde econ nn thd 7.35 (3). 
Fully refined: 
SE odudwecpenasaeqnccanqcencbeepwehirddistuoseosocesebes BOO Th) ..oceecncansicsinaihé 9.05 (4), 
civics sp thchngneauiitindntianteeve adalat cpneinnee tie OUT) niiccnacnsoncinbtahe 9.05 (4). 
Fs 6 ncb ein nennddnnintmumpmietethnpcpewnwtinnnenene Pac wievetennnnnnceaees 
PENNSYLVANIA PETROLATUMS 
[Prices, in cents per Ib., barrel, c. 1; t. c., 2.25 cents less] 
Snow White-_-....-.-- 8.625 (4). One ROOW.. ce penne (3) 6.75-6.875. 
Bott White....nuc<««~ 8.25 (4). Light Amber..._.-.. (3) 6.75-6.875. 
tay Witee.2 c+ >< 8.125 (4). RRO seesrn ose (3) 6.5-6.625. 
Cream.............- (2) 7.625-7.75 Wess cesses sts 6.375 (38). 


(2). 


AVIATION GASOLINE PRICES 


Prices are for tank cars, barges, or truck transport lots; aviation gasolines 
meet specification MIL—F-5572 unless otherwise noted. 























District | Grade 100/130 | Grade 91/96 Grade 80 
DOE, De Bhi ccndebibndendclioinme 19.85-20.1..............| 18.35-18.6..............| 17.85-18.1. 
Boston, Mass___--.----- 5 ll io secant ae Di ticicndisigitcadeaied 18.2. 
Baltimore, Md_-_-_---..-- sell ME aiedashananeies oud ditenndbakageadaa 18.1. 
RR ok cad Sanwa be dn sub DLL BtoB ecete NESS. cy eee 18.1. 
aint emenan ened 18.5... 18 
New Orleans, La. (Baton Rouge) ------- Sere Lhanntingsa Bie cwdtecda a 17. 
asd Meenas eal liee ie eapes Ficiatieeacinec Mas 17. 
EI Os cncccunenccedsacs-sdinet> ae hate re BBE CE) ntocnccucccoun| Led Cac 

PACIFIC COAST 
Ships’ bunkers or deep tank lots. | 
District Diesel fuel Bunker C 

i ici sl ada tnebth cosines ee en cca Led $5.25 (5) | (3) $2. 65-$2. 95 
OR POND ecco dtiiuc meld Bogie tut tgs. Yo I), Soe apa ote $5. 46 (4) | (3) $2. 70-$3. 00 
ee se weal tmaenits oid aa ae $5.71 (4) | (3) $3. 05-$3. 35 
alc leiniesineiameniialGamion $5.71 (4) | (3) $3.05-$3.35 





MID-CONTINENT LUBES 
[F. o. b. Tulsa basis for domestic shipment only] 
Solvent refined oils 


Neutral oils, vis. at 100°, 0-10 p. p., 95 v. i.: 


i ie Chiao n cee ee eos amas (2) 21-22 (3). 
pense a ee hahaa ar eae ene ie (3) 21.25-22.25 (3). 
teeta uence bn shen e eho anaawae (2) 21.75-22.75 (2). 


Bright stocks, vis. at 210°, 0-10 p. p., 95 v. i: 
ce as chen nie ine emnaaie (4) 25.5-26.5 . 


a tte OD CO 


BS me 7 Cn GS WD ee 


ed eed beet be ot A) PY) 


ed et bgt 





5 
35 
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Conventionally refined oils 
Neutral oils, Pale, vis. at 100°, 0-10 p. p.: 


Vis Color Vis Color 

eee Paneer 15.75 cS aia tinine No. 3..--- (2) 18.75. 
86-110...... DU Bin tindl 16 Pee end No. 3.2... 
ea No Busse 18.25 I iis Si capi ge NO. Biscss 19.25. 
NEE Nes Baxc.. 18.5 BOREG se wcnese PIO Bis w ccs 19.5. 
Bright stock, vis. at 210°: 

200. vis:-3D;- SE BP. Pa obs 40 SL hE Li pee emewe es oudae SE 25.5. 

SER EO VRLTE, SUE DD. dcncocensoednessteninisienehs (2) 23.5. 

150-160 vis. D, i B5 th.. Ol... tess asthe tod ab eee te. 23. 

120 vis., 0-10 p. occ a entices chon set aOR de in A che Salad A dato sal i es 22.5. 
Cylinder stocks: 600 8. 9. SIRE .cc nc cenetbabdabieoucnwes 19.5. 


GULF COAST LUBES 


Solvent refined oils from Mid-Continent grade crudes. Prices f. o. b. ship at 
Gulf for export. 


Neutral oils, vis. at 100°, 0-10 p. t., 95 v. i: 


See... ono chai. 22.5 (4). S00 VISE ewes ence 24 (4). 
S00 Wit... « cawcceuwss Oe <: 600 Wiese. 2 6e555 52525. (3) 25-25.5. 
Bright stock, vis. at 210°: 150-160 vis., 0-10 p. t., 95 v. i-_______ 26.5 (4) 


SOUTH TEXAS LUBES 


Vis. at 100° F., f. o. b. South Texas refineries for domestic and/or export 
shipments. 











Red oils Pale oils 
Vis Color Vis Color 
al ses 144-214. -.-_-- 15.5 (5). TOG... nines Bm O. Jcnncduats 15.5 (5) 
a ES cian tea pees 17 (5). Pas anil RE BS 6 es sins 17 (5 
Rate I caccacn a 17.5 (5). | ei a om 17.5 (5) 
ll a 21¢-344_-__-_-- 18 (5) cn sen a 18 (5 
Nis ia se ide a 18.25 (5) BG ae oink cdi 18.25 (5). 
gece BPs cities ae eccnniong 18.75 (5). DE cSt OME bck ake tide. 18.75 (5). 
a a 19.25 (5) Es sine’ Onan eae 19.25 (5). 
NAPHTHAS AND SOLVENTS 
F. 0. b. group 3 
IRN NN a aa (3) 13.375. 
NINDS CIOs cs ee Si a ss agai aalvs Wln i (2) 13.875. 
Say MAME tig MN NIN sic os e's ca leben iw cage Sarat (4) 13.875. 
IIL str susie taeda aaiesne ede eaaantaah deladliiias (4) 12.875. 
nnn ey ons cies Set lad eaeicaiaaelienaaan! (4) 13.875. 
I RI icons sachet oto Stal pai satel (2) 14.125-14.375, 
I RONIN o asss Zan ncaa cb eases aad epider aie aes (2) 15.125—-15.625. 
Atlantic coast 

V. M. and P. naphtha Mineral spirits 
New York Harbor............... i iaich a eintersete ecard’ 18 (5). 
RUIN 6 sia htainic es nieces solace ae | ee 17.5 (5). 
ID a a ws cops niacin eo wie eae ne eae 17.5 (5). 
a on Bo he DE CON a wit acens wern 18.5 (4). 


RN i tll sas a ts aed a el alge Oe 18.5 (3). 
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CALIFORNIA PRICES 


Los Angeles district 
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San Francisco district 





Rack | Tank car | Tank truck ! | Tank car | Tank 
| | | track! 
Seiad cconminadteds Uenncicecasnacssidicas iA cn ere ae nae 
96-97-ectane premium} x (3) 16.4-16.7 (3) x (3) 16.4-16.7 (3) x -| 20.3 x ?. 20.8 x.3 
93-octane premium_...| x 15.8 (5) _. 15.8 (5) x- | 
84-octane regular ______| x 13.6 (5) 13.6 (5) x | 17.1 (2) x 2._.| s--| 17.6 x.3 
40-43 w. w. kerosine-_- 15 (2) | ia 5 (2) 5.5 (2) 19 (2). 
Stove Distillate (PS | 10.5-12 10.5-14.7 (2). ....--} 15.2 (2)-. Si 15.2 (2) --} 15.7 (2). 
100). | 1 
Diesel fuel (PS 200)_.._| (2) 10-11.25. 10-13.2 (2) i Sg: bg ee Bk eR 
Light fuel (PS 300) __..| $3.20-$3.65 ---} (2)-$8.25-$3.65~ .-. }- $3.30 (2) | 
Heavy fuel (PS 400)___| (4) $2.70-$3.05_- (4) $2.70-$3.05 : $3.05-$3.13 | 
| ' 
1 400 ga] or more. 
2 Correct on and since March 16. ' 
3 Correct on and since March 18. 
LAKE PORT TERMINAL PRICES 
Is r ] as a ee te ro | 7 7 TT. Tt) EL : “i? } io. 7 
j Buffalo } Cleveland | Detroit | Toledo 
sienatliaie bien wed —|— | nn 
95-octane premium. .-....-| 18.9. _. ax | 16_—- ue ely 
90-octane p-- a ft ME. ncmanuee | 14 | 
Kerosine !_____- ‘ ig RERAN TET >» aeemine tie spe ape earn | 12.7. 
Diese] fuel 1____- .-------| 13.45 (8) [Oe .-| 12.15. 
No. 1 fuel_- : -| s ae w- --s----} 18.85-13.55 | 12.45-13.15. 
No. 2 fuel 4.........:....-. | 13.05 (5)___- d .| 12.35-12.55 | 11.45-12.15. 
CE bcinckacnnceseial Bilk«<. 11.35 2_ | 10.45 (3) 9.85-10.35 (2). 
oe... ...-..--...1 fe 10.72 | 9.45 (3)_- : 


dence Latest hol. a 


; 8.85-9.6 (2). 


1 At Buffalo, prices of some sellers to bulk commercial consumers are 0.15 cent higher than prices shown 


above. 
2 Delivered Cleveland. 
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PLatT’s OILGRAM PRICE SERVICE 


(New York edition, Apr. 19, 1957, p. 6—A, vol. 35, No. 77). (prices for business 
day of Apr. 18, 1957) 


GULF COAST——CARGOES—DOMESTIC AND EXPORT, ALL PORTS 


Cargo prices are f. o. b. ship at United States Gulf, minimum of 20,000 barrels, 
and are by refiners only to other refiners, export agents, or tanker-terminals op- 


erators. 
quoting that price. 


Aviation gasoline (MIL—F-5572): 


igures in parentheses after each price indicate the number of companies 


eB A Ss ee, eee a ee 19.25. 


Grade 100/130 
Grade 91/96____ 
Jet fuel (MIL-F-5624): 
Motor gasoline: 
100-octane premium _ - - -_- 
98-octane premium _ - 
97-octane premium 
95-octane premium 
93-octane premium 
92-octane regular 
90-octane regular_ ___ 
87-octane regular. _-__. 
84-octane regular_______ 
83-octane regular_ _-_- 

79 octane__- 

70-7 blectene M. leaded___- 

Kerosine and light fuels: 
41-43 w. w. kerosine_. 
No. 2 fuel 

Diesel and gas oils: 

3—57 diesel index_____-__. 
48-52 diesel index_ _ 
43-47 diesel index _ _- 

Heavy fuels—cargoes: 


No. 4 fuel, 0 p. t 

Bunker “C”’ fuel_ 

Bunker “C”’ fuel, 
sulfur. 


maximum 


"Grade JP-4__._____- 


percent 


17.75, 
16.25. 
10.5 (2)-11. 


15.25 (2). 

13.75—-14-14.25 (2)—14.375. 
13.5-14 (2)—14.25. 
12.75—13.25 (3). 

12—12.625. 
11.75—12.25—12.375—12.625. 
11.5-12.25 (3)-—12.5. 
11.125—11.75 (3). 
10.75—11.25. 


. 10.625-11.25. 


10.375-10.5 
10.25 (2). 


10.75 (2)—11 (2) 


10.25 (2)—10.375—10.5 (3). 
10.625-10.75 (2)-10.875. 
10.5 (2)—10.¢ 325 (2). 
10.375 -10.5 (2). 


$2.75-$2.90—$3.00 (2)—$3.15. 
$3.05-$3.10-$3.15. 
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CARIBBEAN AND FAR EAST REFINED PRODUCTS PRICES 


Cargo lots, f. o. b. ports shown, as posted by : Creole Pet. at Amuay and Caripito, 
Venezuela; Shell de Venezuela at Cardon, Venezuela; Esso Export at Aruba, 
N. A.; Shell Pet. at Caracao, N. A.; and Pulau Bukom, Singapore; Sinclair Oil 
and Refining at Puerto la Cruz, Venezuela; and S. V. P. M. at Sungei Gerong, 









































Indonesia. 
| 
Amuay | Aruba | Cardon |Caripito|Curacao| Puerto | Pulau | Sungei 
la Cruz | Bukom } Gerong 
Aviation fuels: 
Avegas grade 115/145__._____| ae, See ae OD 4 Ug enh I Teele those 
Avegas grade 108/135___- 18. 75 : | 18. 75 
Avegas 100/130 pen 17.5 17.5 18. 875 18.5 
Avegas grade 91/98___..__- 16 + ee dtd A ohwekee : Us obtes ok 
Avgas grade 91/96 ee | 16 17. 375 17 
Avegas grade 8€ leaded_____|__.____- eS Be ee | 15.5 2 16.5 
Avegas grade 73 clear__- 15.5 15.5 Pac ie 
Turbine fuel, JP-4 oe 10 ; = MO... jedewociebez cuts | 
Turbine fuel, 1-B___.___-_- |--- 10. 5 10. 5 LTD. | Mutated eiaaiael ll 10. 625. 
Motor gasolines: | 
93-octane premium -._-_-_| 12 es 2 s Lckeks Cae Seal sowvetcans 
90-octane regular...........|_..-.--- ae ee | 11.5 2 MLB hide 12. 25 2 
87-octane regular__.__ ___- 11, 125 11. 125 ‘ 11. 125 . nein eaats 
85-octane regular___.___-- ania 10. 75 7 10. 75 odes cle tate cei 
83-octane regular__...-- F 10.375 | 10.375 | | 10.375 | 10,375 7 a 
79-octane_ - epsttineel: ‘a oe 10. 125 10.125 | 10.125 10. 125 10. 125 10.75 10.5 
70-72-octane M. leaded_ -.- 9.75 9.75 9.75 | 9.75 9.75 Ct viviciesattdwceks 
Distillates and fuel oils: 
Power oil (55 octane). .-___|_..-_-- : teh Dieta Od deta pict stu ha cab keds babe 10. 625. 
=secter fas......... 10.25 |--- 10. 25 risen dian old aad 
41-43 kerosine.-.-..--- ‘ean ere 10.5 10. 5 ‘ ia ll 10. 625 
No. 2 fuel___. RSE 10 10 | 10 10 10 aa 
53-57 diesel index______-_-- . 10. 25 10. 25 2 -| 10.25 11 10. 62. 
48-52 diesel index__._-.....| 10.125 | 10.125 10. 125 10.125 | 10.125; 10.125 | 10.875 |-.... . 
43-47 diesel index -___--- 10 10 10 | 10 10 s acallaks Mecca ails adh 
Deeuivinl Wiseeel. <=... ---]_....--.. $4. 03 . Sado alka pccle eee anean al 9. 875 
Marine diesel___- 2 peas . $3.88 |... $3. 88 . i ast és 
Virgin vacuum gas oil.....| $3.25 |_.._.-_-- ay ‘ 1 $3.04 « a 
Medium fuel oil. -._--____- — Save a pmaceedalctwtenmsl sagas Sabie sees $2. 80 
No. 4 fuel___. oe ---| $3.45 $3. 45 |--- Sg 
25 vis. (max.) fuel oil-_ -._- .----| $3.00 BRN Bin cenidunececonce oe 
100 vis. (max.) fuel oil__. $2.65 | $2.65 |... $2. 65 ST on ete 
Whaler fuel___- m= dando i a RR? Bes aons “ inal hininn ha die cigaliciat 
Industrial fuel oil... __..__- Ae ae ee oes ae DO Mi 
Bunker “‘C”’ fuel oil- --| $2.55 | $2.55 |2$2.55 | 3 $2.55 $2. 55 SP Sotho acksclatacanse 
Cutback asphalt (RC-2/ 
| Se are 8 Seances sili icici ae i ceee era ecipaiehinn | atecnipett -| — 


! Virgin gas oil. 


3 Shell also quotes $2.52 f. o. b. San Lorenzo. 
* $2.65 for oil with maximum 1.75 percent sulfur. 
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STOCK OF PRINCIPAL PETROLEUM PRODUCTS 


Natural gasoline in gailons; all other figures in barrels. Abbreviations: API— 
American Petroleum Institute; BM—Bureau of Mines; NPA—National Petro- 
leum Association; WPRA—Western Petroleum Refiners Association. 























Source Latest available Month Year 
and date previous previous 
CRs accel). ~ caida nititene 4b) bead tise BM 252, 325, 000 (48) 251, 993, 000 263, 744, 000 
Motor gasoline, finished and unfinished -- API 203, 310,000 (4/5) 205, 782, 000 197, 322, 000 
SID. © ho cnatscceesaountenen : BM 142, 390,000 (1/57)} 133, 219, 000 103, 734, 000 
Te a... de A. Hae API 19, 729,000 (4/5) 20, 711, 000 17, 644, 000 
aig oath apenas <3 API 75, 295,000 (4/5) 83, 331, 000 60, 868, 000 
a en ekame API 37, 594,000 (4/5) 36, 383, 000 32, 561, 000 
Midwestern lubes: 
Total bright stock.._...-- pwanwesunitoe -_| WPRA 393, 982 (1/57) 405, 083 346, 760 
Solvent bright stock......._.- WPRA 346,046 (1/57)} 366, 681 295, 030 
Total viscous neutral JS Bea WPRA 711, 401 (1/57) 723, 735 634, 668 
Solvent viscous neutral...............- WPRA 635,016 (1/57) 643, 715 554, 955 
Pennsylvania lubes: 
A ee NPA 182, 295 (2/57) 173, 590 321, 711 
bb, a a Se ae NPA 59, 454 (2/57) 48, 574 61, 844 
Viscous neutral 2___ = noe NPA 238, 848 (2/57)| 222, 963 267, 779 
Steam refined stock 3__.............-.- NPA 72,249 (2/57)| 62, 505 79, 149 
Total lubricating oils............... : BM 10, 412,000 ( /57)| 10, 182, 000 9, 167, 000 





1 Below 180 vis. not below 142 vis. at 100. 

2 180 vis. at 100 and above. 

8 Includes only s. r. stock not earmarked for use as raw material for bright stocks. (c) Indicates figures 
changed this issue. 


92285—57—pt. 316 
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PLATT’s OILGRAM PRICE SERVICE 
(Tank Wagon Supplement, April 22, 1957, Vol. 35, No, 78-B) 
(Tank wagon prices in effect April 19, 1957) 


Prices for gasoline do not include taxes; they do, however, include inspection 
fees, amounts of which may be obtained by writing to Oilgram. Gasoline taxes, 
shown in separate column, include 3 cents. Federal and State taxes; also city and 
county taxes as indicated in footnotes. Kerosine tank wagon prices also do not 
include taxes ; kerosine taxes where levied are indicated in footnotes. Discounts, 
if any, are shown in footnotes. Prices in effect on date shown above are as 
posted by principal marketing companies at their headquarters’ offices, but 
subject to later correction. 

ATLANTIC REFINING 


Atlantic gasoline (regular) 
Kerosine| No.2 
and No. 1) fue] tank 






































Dealer Con- fuel tank | ‘wagon 

tank sumer Taxes wagon 

wagon tank 

wagon 
eer en a enone atabean so uackecsunieakanewaae 16. 35 15.6 
te cidinculid onwicmwccinns ptibtibtenh sckenhitenande adit wen adnate hs biel 16. 75 16.0 
a it  ewee | cal coi seria dina sige ia 16.75 16.0 
at Ohne oh cichinidndiins SA chic bbrnelenéin a Fon kant de hascnalne dees eune 16 75 16.9 
LS aI a Sacokaniia ae a iced eal eccopen 17.05 16.8 
saddens eh SU ata eecontdsndect iran sig 17. 50 16 3 
Pittsburgh - - __-- . aaa eda ence ening ’ cel needle atoll 17.3 16. 35 
Altoona... -- a ae : aad 17.3 16. 35 
tates be ise mniawirewnein ding Ss sedainehiintinhiie, ai es ‘ ‘ all aa 17.3 16. 35 
Greensburg........____- iimaterta'k ; Da at SNe ia 17.3 16. 35 
Wilminzton, Del__-._._-- aa ieekes Saeki ---| 16. 6 7.1) 8.0 anaiiee 
ne caer aede — x 14.6 16. 6 9.0 ods 
eas me dinnnddkhneamebedidin int 14.8 17.3 ee Sudiies | 15.9 
le ne a eB sahn sk envenbnsshe a **13.9 **15.9 Ot... oo. ae 
Springficld. _____-- tniteietioetel pee aii sah ahen 14.9 16.9 OS oteccscask 16.7 
ono ntewanbnanacccosbenkies = 14.4 15.8 PON Seog 15.9 
SE RS a ee wal 15.9 16.4 7.9 16.9 15.6 
ae aan 15.9 16.4 7.0 16.0 15.6 
RE ME icc. --n nnn 1 = *13.8 7.5 7.0 16.7 15.7 
Binghamton_..........-- sic nae eae Riewmeeae | 17 3 17.8 7.0 16.9 16. 0 
a a atacticbadnaall 7.4 17.9 7.0 17.5 16.9 
Oe cacien z | 17.3 17.8 7.0 17.1 16.5 
eae ae niahdaiiidianiaid tibetan 17.4 17.9 7.0 17.2 16.3 
Svracuse ____-- intent dea nes aed oie cl 16.9 17.4 0 teas ; ; 
Nee csecsaetesecesewn as J sian 18.5 19.0 | 7.0 | 18.4 17.1 
Cee i eam aaa | 15.7 17.2 9.0 Sa 15.7 
RI is Sls bccn a btn nates cic aad 17.2 17.7 9.0 16.5 15.7 
NE  noinnec-sdenasne ’ | #499 17.2 10.0 16.1 15.3 
I 35s a ccinetacngrgpnseeoniibeomarastes ound ane 2.4 16 9 OO tes os eee 
ER tamdeticRbe cinco Salah breeds Wentiaimiennetenmeln | *13.4 16.9 | 10.0 oie 
satan in ved sj “ — all cat 
Pennsylvania || Heavy fuels 
l ow 
Zone 1! } Zone 2!| Zone3!j} Texas | No.5 No. 6 
_ er ; ed a 
| | | 
Suggested retail. eres 19.9 | 20. 4 20.9 | 9.0 || Phila... | 11.11 9. 68 
! 1 | il 
Dealer cost: 23 percent below suggested retail. 

Consumer tank wagon..... 15.8 16.2 | 16. 6 | 9.0 | 











} Atlantic’s 3-zone system initiated 12 midnight April 17. 
Effective dates: xApril 12, *April 13, **April 16. 
NotTeEs.—Premium-grade tank wagon prices 3.5 cents above regular. Kerosine, Penna., add 1 cent gallon 


for tank wagon deliveries under 100 gallons at 1 time. Camden, add 1 cent for deliveries of 100-299 gallons; 
2 cents for under 100 gallons. 
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TEXAS CO. 

Fire Chief 

gasoline Kerosine 

(regular) Gasoline | dealer tank 

dealer tank taxes wagon 

wagon 
aie TS cage greg gas eaeinsipnametarncciiiipinane vale —} 
eS SOR UU: ca dennevectnabuidncacensdvecencakoaguan 16.3 8.0 14.3 
Pert Frurte ...380...... sabssocazawes Kcsccumpeegauecantds 16.3 8.0 14.3 
NI civasincpsnintainratvens winnie peiiarsindan peoentiaiineditdnaammanniengiial 16.5 8.0 14.3 
ith ching own eviegss ce = Se ke 16.5 8.0 14.3 
Di odane<iah te =< é hG de Eneenatih bens som aiea dane 16. 5 8.0 14.3 
BI cob at cibwondohes evade ekee alas reds aS I iia 13.3 8.0 14. 35 
San Angelo. --_- i atawus du bab A nsawidihibiwsendiel 16.5 8.0 14.3 
WHER. cnecedudec d= 3 és able jane 16.4 8.0 14.3 
Austin........-. i : i Lavewwwdgee 16.4 8.0 14.3 
Houston __ . gen see Ls a sino dion 16, 2 8.0 14.3 
San Antonio. -- ‘ sichdbt<ssast Se sneenk dlls senda 16.5 8.0 14.3 
Port Arthur. -- : oy. edible was aban 16,2 8.0 14.3 





Nortes.—Tank wagon prices are for minimum 50-gallon deliveries; they apply to dealers and consumers, 
Premium-grade tank wagon prices, 3.5 cents above regular, except Amarillo and El Paso, 2.5 cents higher. 


CONTINENTAL OIL 


(N. B.: Prices are Continental’s tank wagon prices. Current selling prices may 
vary from those shown because of local condition) 








Cenoco 
gasoline Gasoline Kerosine 
tank wagon taxes tank wagon 








(regular) 
j 216 st inhadbbichlt See thlace cei, Seales pices shaa th Se, Itch dctaehit 
% ti is ee | 

Denver, Colo. 17.6 9.0 17.7 
Grand Junction ' 20. 2 9.0 20, 3 
Pueblo 18.3 } 9.0 18. 4 
Casper, Wyo. 18.4 | 9.0 17.9 
Cheyenne | 18.4 9.0 18.5 
Billings, Mont | 19.8 10.0 | 20.7 
Butte 20. 6 | 10.0 | 22.5 
Great Falls | 19.5 | 10.0 22. 5 
Helena 20.4 | 10.0 | 22.5 
Salt Lake City, Utah | 19.4 | 8.0 | 18.9 
Twin Falls, Idaho | 21.0 9.0 | 21.5 
Albuquerque, N. Mex 18.9 9.5 | 17.3 
Roswell 17.6 9. 5 | 16.5 
Santa Fe i 19.0 10.0 | 17.5 
Muskogee, Okla | 7.7 9: 5 | 15.8 
Oklahoma City | 17.3 9:5 | 16.0 
Tulsa 17.2 | 9.5 15.3 


Taxes: Gasoline taxes include these city taxes; Albuquerque and Roswell, 0.5 cents; Santa Fe, Cheyenne 
and Casper, 1 cent, 

Discounts: Salt Lake and Twin Falls gasoline prices apply for deliveries of less than 200 gallons; 200-399 
gallons, deduct 0.5 cents; 400 gallons and over, deduct 1 cent. 

Notes.—Tank wagon prices are to consumers and dealers. Premium grade tank wagon prices 2.5 cents 
above regular, exeept Utah and Idaho premium-grade tank wagon prices, 3.0 cents; New Mexico and 
Oklahoma, 3.5 cents 
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STANDARD OF CALIFORNIA 


Prices are tank truck postings, ex all taxes, applying for deliveries of 400 
gallons or more; see below for other deliveries. 


Standard 
Chevron | Gasoline Chevron |_ 
(regular) taxes | Kerosene! diesel 
Furnace | Stove 
oil oil 


San Francisco, Calif. 
Los Angeles 


Phoenix, Ariz 
Reno, Nev 
Portland, Oreg 
oa Wash 


bt et eed et 


SBe2SS28eeESeRnNn 


Salt Lake City, Utah 

Honolulu, T. H 

Fairbanks, Alaska 

Bhi ain ninckisiiaidniaienmnbsdicnnmnnn-nion 


oe 
9° 90 90 § $1] 9010 
coqcozmaaoocoooeo 


SAIN ON SNK OMAK GS 





1 Standard No. 2 burner oil. 

2 Effective April 9. 

Taxes: Honolulu—diesel/furnace oil price is ex 1 cent territorial tax; all tank truck prices are ex Hawaiian 
gross income tax of 1 percent to resellers, 2.5 percent to consumers. 

Notes.—For other deliveries— 

Chevron (regular)—Add to 400-gallon-and-over price 1 cent for 40-199 gallons, 0.5 cent for 200-399 gallons, 
except to marine trade in Alaska where 0.5 cent differential applies to 40-399 gallons; for less than 40 gallons, 
add 5 cents per gallon, except at Honolulu add 5 cents for less than 40 gallons to marine trade and less than 
100 gallons to shoreside trade. Chevron Supreme (premium) prices are 3.2 cents higher than Chevron 
(regular) for quantity delivered at points above except Salt Lake City, 3.0 cents. 

Kerosene—Add to 400-gallon-and-over price 11 cents for less than 20 gallons, 6 cents for 20-199 gallons, 
3 cents for 200-399 gallons tank car/truck trailer, deduct 3.5 cents. 

Diesel, furnace and stove oils—Add to 400-gallon-and-over price 5 cents for less than 40 gallons, 1 cent for 
40-199 gallons, 0.5 cent for 200-399 gallons. 


KENTUCKY STANDARD 


Crown net | Gasoline Kerosene 
dealer taxes tank wagon 


10.0 
10.0 
10.0 
10.0 
10.0 
10.0 


Covington, Ky ; 
i ea tl ciel cet cecntb-sieceasaniniice Sa 
Louisville 


aa iniad ahi ihn eoedemnctemacsentlldialininieeenti 
Birmingham, Ala 

Mobile 

Montgomery 

Atlanta, Ga 


ee 
-_ 
o 


SreSLeSoesnrr 


Ae AXGCOON DOK OWOCCO S10 
ocooocoavanaace 


— ee 


Taxes: Gasoline taxes include these city and county taxes: Mobile, 2 cents city; Birmingham, 1 cent 
county; Montgomery, 1 cent city and 1 cent county; Pensacola, 1 cent city. Kerosene taxes not included 
in prices: Georgia, 1 cent; Montgomery, 1 cent; Mississippi, 0.5 cent. 
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IMPERIAL OIL 


Prices are per imperial gallon; to arrive at prices per United States gallon 
subtract %th. 


Esso gaso- Esso fur- 
line (regu- | Gasoline Kerosine nace oil 
lar) Dir. taxes tank wagon! (No. 2 fuel) 
tank wagon |jtank wagon 

| 


St. John’s, Newfoundland 
Halifax, N. B 


indubocnwncppebhitekiciumgniginieti 17.0 
17.0 
15.0 
13.0 
13.0 
13.0 
13.0 
11.0 


St. John, N. B 


ce 
© 


Charlottetown, P. E. I 
PROTON, QUID. dcnsinnansccnccdunatclistbncthkbeedeaekee 

TN SONS «5 dita onicdaabls Onitliedis alahaamigaiimmeiadinis 

Hamilton, Ont 

SEPUIIEIE, WROID. din dctcintihinctncmsdtinicnmnaabencdeabneeins ame 11.0 
Regina, Sask........... 12.0 


Calgary, Alta. -..... ; 5. 


Winnipeg, Man 


a 
Bkreos 
Qn RH AOPWODWWONN 


NN 


BELRERRRSLSKSRE 
00 Comm I OOO o 


Saskatoon, Sask...... 12. 0 
Edmonton, Alta..... 10.0 


10.0 
Vancouver, B. C 10. 0 





RELNSKRRBSSRSBNSK 
COWMOCNAAWWwWonmnnan 
bt at at tt 

oon 


Tares: Gasoline taxes are provincial taxes. 
Notes: Premium-grade tank wagon prices, 3 cents above regular. 
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OHIO STANDARD 


Sohio X-Tane gasoline (regu- 








lar grade) consumer Kerosine | No.1 No. 
Gasoline tank Sohio- Sohio 
taxes wagon Heat Heat 
Resellers} Tank 8. 8. 
wagon 
} 

BIDE. nyraypiwenndapoeccesotougl 16.6 20.3 20. 9 8.0 16.1 16.1 15.1 
IND so csistivinsleiinios neition 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
NINN nw ccdekadesbiosgup 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
I Sede aoe 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
GE: 2 oon so nepeckeecaie 17.3 | 20.8 21.9 8.0 16.1 16.1 15.1 
ae =| 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
De a A ore so aleeen 17.3 20.8 21.9 8.0 16.1 16. 1 15.1 
a etn bed ae 17.3 30.8 21.9 8.0 16,1 16.1 15.1 
RNID oe, clases arn: wicks nautica 7.3 20.8 21.9 8.0 16.1 16.1 15.1 
I ns cet wn grtinnjananipiniie dion 17.3 20. 8 21.9 8.0 16.1 16.1 15.1 
ye ES a ESE on 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
lc cndunnqucacsagas 17.3 20.8 21.9 8.0 16.1 16.1 15.1 
IE or, ekdcectaeseneace | 17.3 20.8 21.9 8.0 16. 1 16.1 15.1 





Notes.—Kerosine, Nos. 1 and 2 fuels—Prices are for 100 gallons or more; for 50-99 gallons, add 1 cent; 1-49 
gallons, add 2 cents. Premium-grade prices: consumer tank wagon and s. s.,4 cents above regular, resellers, 
3.5 cents above regular. 8S. S. prices are at company-operated stations. 


INDIANA STANDARD 


Tank wagon prices listed below were obtained by Oilgram correspondents who 
visited Standard of Indiana bulk plants where the company’s prices are publicly 
posted. 


















































| Red Crown gasoline (regular) Standard furnace oil 
ee ed ae Kerosine a 
tank 

Dealer Cons. | Gasoline| wagon 1-99 100 gal- 

tank tank taxes gallons | lons and 

wagon wagon over 
Chicago, Il] 17.3 19.3 8.0 17.1 16.1 ) 
South Bend, Ind acecsssadecstt SSGe 19. 5 9.0 | 18.6 | 17.3 16.3 
Detroit, Mieh__.. 5 ant case 17.3 | 18.8 9.0 17.6 | 16.7 15.7 
Minneapolis-St. Paul, Minn_-_- axerc bees 18.8 8.0 | 18.0 | 17.0 (‘) 
Des Moines, Towa. - -- sinaienetee | 217.8 9.0 17.5 15.9 14.9 
St. Louis, Mo____- as esndcentonspemensl 216.9 7.0 17.5 | 15.9 14.9 
Wichita, Kans_-_- is scales | 2*16.3 | 217.0 8.0 15.9 | 14.1 13.1 
Omaha, Nebr__--- sie hechinbghadeconehcmaa 216.5 | 18.5 9.0 17.7 214.9 213.9 
Fargo, N. Dak___- hae “ee 214.5] 719.9 9.0 18.9} 167 16.7 
SG 1a MINIS cinta od oninunbnconpaninesasleennanan 19.9 | 8.0 | 18.8 17.1 15.4 
| AR EO ae Et | 17.8 | 19.3 9.0 18.0 | 17.5 (» 

| 
1 See below for prices on larger quantities. 
2 Temporary price. 
Standard furnace Stanolex fuel A Stanolex fuel C 


oil 
100-399 | 400 gal- 1-749 750 gal- 1-749 750 gal- 
gallons | lonsand | gallons | lonsand/| gallons | lons and 
over over over 


COON RO... cpcnsrcon- aa i 15.1 | 14.6 12. 45 11.7 11.15 10. 4 





Standard furnace oil 








100-174 100-349 175-849 350 gallons | 850. gallons 

gallons gallons gallons and over and over 
Minneapolis-St. Paul --.._~- ibienmaiaed Be Cksadenwcs anh ceases 214.8 
PND adieabsecnekavctiadenaisebane haieicehe dadeanhtettadl TE vtenansbank EE Cnc acd acion 








Taxes: St. Louis gasoline tax includes 1 cent city tax. Des Moines kerosine and furnace oil prices do 
not include 7 cents State taxes. State sales, occupation, consumer, and use taxes to be added, where ap- 
plicable. 

Discounts: Red Crown c. t. w. prices at some points subject to varying discounts for quantity deliveries. 

Effective dates: xApril 6, *April 8. 
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ESSO STANDARD 


Esso gasoline 
(regular) Kerosine 
Gasoline and No. 2 fuel 
taxes | No.1 fuel tank 
Dealer Cons, tank wagon 
tank tank wagon 
wagon wagon 


| 


Atlantic City, N. J 15. 
Newark 15. 
Baltimore, Md_- ; hie dileo omaneoae 16. 
Cumberland 17. 
Washington, D. C 17. 
Danville, Va 18. 
Petersburg 17. 
16. 
17. 
Roanoke | 18. 
Charleston, W. Va 17. 
de ileal 18. 
Parkersburg 17. 
a a eT aeceeece 17. 
Charlotte, N. C 16. 
Hickory 17. 
Mount Airy 17. 
Raleigh 17. 
en awieneaib aie 16. 
Charleston, 8. C 16. 
Columbia 17. 
Spartanburg 16. 
New Orleans, La 

Baton Rouge 

Alexandria 

Lake Charles. 

nite ee A 
Ns on. oc ecwabdcinba ceeeduewcune abel 
Knoxville, Tenn ; 
Ok ee iien 

Chattanooga 

Nashville 

Little Rock, Ark 


16. 
16. 
17. 
18. 
17. 
18. 
17. 
17. 
17. 
19. 
17. 
18. 
18. 
18. 
17. 
17. 
17. 
17. 
17. 
16. 
18. 
17. 
16. 
16. 
17. 
16. 
17. 
17. 
17. 
17. 
17. 
18. 
17. 


AAR 
NOD 


DEA DAD 


cococoscoocosec(“ 
OnwcrKoe 


oo 


at et et et 
= 
oS 





BROWNS WON ONIN NH HK DWDONWOMAIH NSPS 
— ee 
; s : dd 
oocoococoecoececeocoooch$[l 


bo © 





KON HK OOOOH HO DOK TENONNOWWOINWDHRONONOCO 


oc 








j 
| 
| 
| 
| 
| 


1 Prices applies for kerosine only. 


Heavy fuels 


| No. 4fuel | No. 6 fuel 


a ee eww eee $4. 754 $3. 885 
DN TI cio caliold tips itiannin sda ; pak Satan Geka 4.99 3. 93 
Washington, D. C., 1,050-gallon minimum seuens 4.03 


Taxes: Louisiana kerosine prices do not include 1-cent State tax. 
NorteEs.—Kerosine/No. 1—Atlantic City prices are for deliveries of 300 gallons or more; add 1 cent for 
100-299 gallons, 2 cents for less than 100 gallons. Premium-grade tank wagon prices, 2.5 cents above regular, 


HUMBLE OIL 


Humble gasoline Kerosine 
(regular) 


tax 
Tank | Retail Tank Retail 


Dallas, Tex 

i ahs cielo pitinn 
Ce nk whewan 
San Antonio 





1 Sales to contract dealers, 15.6 cents. 


Notrs.—Tank wagon prices are to all classes of dealers and consumers. Esso Extra tank wagon prices, 
2.5 cents above regular; Golden Esso Extra, 2.5 cents above Esso Extra to contract dealers only. 
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Prices are shown by States and by general areas in most States. 


GRAVITY SCHEDULES 
Alabama—Citronelle 


10 cents above schedule D: Gulf. 
Arkansas 

Bear Creek, Stephens and other fields: Schedule D: Esso, Arkansas Fuel, 
Sohio. 

Cairo and other fields: Schedule A: Esso. 

Magnolia and other fields: 10 cents above scheduled D: Esso, Arkansas 
Fuel, Sohio. 

Haynesville and other fields: 10 cents above schedule A: Esso. 


Colorado 
Rangley: Schedule A: Phillips. 
Adams, Logan, Morgan, Washington, and Weld Counties: Schedule E: 
Stanolind, Pure, Sinclair. 
Kansas 
Schedule A: Stanolind for all counties except Ellis, Graham, Osborne, Rooks, 
Russell, and Trego. Phillips for Greenwood County. Cities Service for 
all except Ellis, Norton, Phillips, Rooks, Russell, and Trego Counties. 
Schedule C: Stanolind for Ellis, Graham, Osborne, Rooks, Russell, and 
Trego Counties. Phillips for all fields except Greenwood County. Pure, 
Sinclair, Texaco for all fields. Continental for Barton, Cowley, Ellsworth, 
Harvey, McPherson, Reno, Rice, Rooks, Russell, Sedgwick, and Sumner 
Counties. Cities Service for Ellis, Norton, Phillips, Rooks, Russell, and 
Trego Counties. 
Louisiana—Central 
Catahoula Lake and other fields: Schedule F: Esso, Sohio. 
Hemphill and other fields: Schedule G: Esso, Sohio. 
Olla and other fields: Schedule H: Esso, Arkansas Fuel, Sohio. 


Louisiana—Coastal 


Edgerly and other fields: Schedule G: Gulf. 
Bayou Blue below 28°: 10 cents above schedule 0 (24—29 gravity) : Sun. 


Louisiana—East 
Bee Brake: Schedule I: Esso. 
Fairview, Delhi and other fields: Schedule F: Esso, Sun, Sohio. 
Holly Ridge and other fields: Schedule G: Esso. 
Louisiana—North 
Ashland: Schedule A: Esso. 


Lisbon and Sugar Creek: Schedule D: Esso. 
Athens, Caddo and other fields: 10 cents above schedule A: Esso, Sohio. 


Louisiana—South 
Lake Washington: Schedule F: Esso. 
Anse La Butte and other fields: Schedule H: Esso, Texaco. 
Mississippi 
Carthage Point and other fields: Schedule F: Esso, Pure. 
Fayette and other fields : Schedule G : Esso, Sohio. 


Hub: Schedule I: Esso. 
Eucutta and other fields: 50 cents below schedule E (18-30 gravity) : Gulf. 


Montana 

Elk Basin (Frontier) : Schedule E: Stanolind. 

Elk Basin (Embar-Tensieep and Madison): Schedule K: Stanolind and 
Carter (schedule extends down to 15 gravity). 

Sour crude: Schedule K: Continental. 

Sweet crude: Schedule E: Continental. 

Cut Bank: Schedule A: Phillips, Carter, Texaco. 

Pondera: Schedule M: Phillips. 


Nebraska—Denver-Julesberg Basin 
Schedule E: Stanolind. 
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New Mexico—Intermediate crude 
Schedule E.: Gulf, Phillips, Stanolind, Texaco, Shell, Magnolia (schedule ends 
with below 15 gravity), Continental. 
New Mezxico—Sour crude 
Schedule Q: Gulf, Phillips, Stanolind, Texaco, Sinclair, Magnolia, Conti- 
nentaL 
North Dakota 
Schedule A: Stanolind, Pure. 


Oklahoma—Sweet crude 


Schedule A: Phillips, Stanolind, Carter, Texaco, Continental, Shell, Pure, 
Cities Service, Sinclair, Magnolia. 
Oklahoma—Sour crude 
Schedule B: Stanolind, Carter, Texaco, Shell, Pure, Cities Service, Sinclair 
(schedule extends down to 15 gravity), Magnolia. 
Texas—East Texas field 
$3.25 flat price: Cities Service, Humble, Phillips, Texaco, Sinclair, Gulf, 
Stanolind, Sohio, Magnolia, Shell, Sun. 
Texas—East central 
Schedule N: Humble, Pure. 


Texas—Gulf coast 
Goose Creek and other fields: Schedule O: Gulf, Stanolind. Ten cents above 
schedule O (24-30 gravity) : Humble, Sun. 
Hastings and other fields: Schedule O: Humble. 
Anahuac and other fields: Schedule J: Humble, Sun. 
Texas—North, north central 
Schedule A: Stanolind, Texaco, Continental, Pure, Sinclair, Magnolia (sched- 
ule ends with below 29 gravity). 
Texas—Northeast (asphalt crudes) 
Talco and other fields: Schedule P: Texaco, Humble (schedule extends down 
to below 15). 
Texas—Panhandle 
Carson, Gray, Hutchinson, and Wheeler Counties: Schedule A: Humble, 
Texaco, Magnolia (schedule ends with below 29 gravity). Schedule Q: 
Phillips. 
Texas—Southwest 


Kelsey and other fields: 10 cents above schedule H: Humble, Sun, Mirando, 
and other crudes: 30 cents above schedule J (24-29 gravity) : Humble, 
Sun, Magnolia, Texaco. 25 cents above schedule J (24-29 gravity): 
Sinclair. 

Refugio Light and other crudes: 20 cents above schedule H: Humble. 

Refugio Heavy and other crudes: 30 cents above schedule J (20-26 gravity) : 
Humble. 


Texas—West Central 
Schedule E: Humble, Stanolind, Texaco, Shell, Pure, Cities Service, Magnolia 
(schedule ends with below 25 gravity). 
Texas—West Texas Sweet 
Schedule A: Gulf, Phillips, Stanolind, Texaco, Shell, Pure, Cities Service, 
Magnolia (schedule ends with below 25 gravity), Sinclair. 
Schedule E: Gulf. 
Texas—West Texas Intermediate 
Schedule E: Gulf, Phillips, Stanolind. 


Texas—West Texas Sour 


Schedule Q: Gulf, Phillips, Stanolind, Humble, Texaco, Pure, Cities Service, 
Sinclair, Shell, Magnolia. 
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Wyoming 

Meadow Creek and other fields: Schedule E: Stanolind, Pure. Schedule K: 
Continental. 

Winkleman Dome and other fields: Schedule K: Stanolind, Pure, Sinclair,. 


Stanolind O. and G. (schedule extends down to 15 gravity), Continental. 
Schedule L: Continental. 


Converse, Johnson, Niobrara, and Park Counties: Schedule E: Continental. 
Salt Creek field (Tensleep Crude): Schedule A: Stanolind O. and G. 


FLAT PRICES 















































Arkansas 

Semenerer 26 Bats ON ot di ish arch eis he rica een ee mrespiciti $2. 68 
Illinois 

Illinois Basin (Carter, Texaco, Ohio Oil, Shell, Magnolia, Pure, Ash- 

a i i i ssi caiasieas da pte etecln cla nensutbansntntpunipaideboland 8.15 
en TN i caesarean asgetinlntnaonatiimet einai 8. 15 
I ncaa ance elnsid aphpimninensiien nega 2. 84 
I a ote eda unin 2. 82 

Indiana 
I is aeahlalihdaeeigeiattidelos ghia 3. 15. 
Kentucky 
Butler County area (Owensboro-Ashland__....._____--____-_-_--_- 8.15 
NS I I sis inti semnbitsiabisbtdimacemapedinbbenend 3.15 
eee Pann? TRI ne a as 2. 62 
en IND OU ED canta dell cteelbeembsivelbuetebnedteibonsebetniab ened 3. 02 
Western Kentucky, all fields and pools (Sohio)~---.---_----_---.-_- 3.15 
Louisiana 
I a as pasepeptnesian a abimaionen 8. 35 
rN ann ak ee 3. 35 
I I ics eset Sea cae a untae et eared ten 8. 21 
I lt na hw eal ice 3. 44 
oo _csigeeinueatiapmnantannmnenpeoeliesinas 8. 45 
Michigan 
Only lowest and highest postings of each company are shown below : 
Bay Pipe Line: 
Deep River (sour), West Branch (sour) --------_----__--_--.--_- 2.88 
iia eiemeinireesinaniietea eel) 3. 23 
Leonard Pipe Line: 
niin scietnlaienenaneieh seinen oeeesnanmesen 2. 62 
Ieee mruneenee enn NN SE 2300 7 ee ed 2. 98 
Pure: 
eG POU NOP S si Ai le 8. 05 
a is Slaten OIE 3. 29 


Simrall: 


Barryton-Sun Denslow 






nn cine 3. 25 
Mississippi 
Baxterville: 
Inn UAC OO 8 oF a er 8. 25 
I ide neues database iinc a tina pn ere rmiamsestoacinstsieia areata 2. 00 
Missouri 
enn (0 NUN Oo a es eceaia sania beget ae abbceeiel 8.15 
Montana 
RN ik I ia encshisase tases tats dtd Mennitihsbidek sit Lsisdedn do beet doe 2. 85 
Ohio 
Irene SUING: CNN” RNC I ie essen en cntnewen rere eve ete neers 2. 87 
irene rupeeneeeen ue eo i) ed ey 2. 97 
I I ses seeeenesessnesnss tbh ean testes theta te bsncs 2. 65 


Lima (Sohio) . 35 
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Pennsylvania—Pennsylvania grade 


Allegany; N.Y. (@inclat?) sco cl La a es $4. 88 
Bradford; ‘Pa; (Seep) wis tus ee eee a ae 4. 88 
Bureke; ‘W.Va; (Seep) 220u 2226 i a 4. 23 
Middle 'Pentsyivania:‘( Seep) 2.226 a 4. 70 
Southwest Pennsylvania (Seep) -...----.---..--~----~~.~-..------. 4.41 
Zanesville, Ohio (Ashland )2.2ics sn 3. 27 
Texas 
Chapel Hill: 
Crpdensate ( RINGGEr F aines nccinaccnusninnnnmuamuiiibimenmanaliaa 8. 25 
Crude  (Binelelt } 3 once ncncncnnnnnccmmnipewuiemanmacammmmgmaliinny 3.18 
COR Chai CHO iene co tise eta a 6 cetiiiaictehesaadiaseathie 2. 90 
Conroe (Hemiie, Bam, Tewaco) a nnccccseesccserssatehstabisnsetncencsicnstppniapeiiiinas 3.5 
Ta ret: SPOS <P 5 dhe cineimnmmniincunininanignmeniainn 8. 04 
Tonmall (Tamers, MAGnOUR) «oo nnnnschccntneniebaiegbeeeeuen 3. Ae 
Vari! (2rUM0I6 ha ch digp on ncdennscnnencnnsmuanesisiteiemnnaipaadameians 3.13 
Wai CPUC kai nce ctecncrenmenetnmnnain NT acneiniieamiinanaabili 8. 08 
Wyoming 
Big Band Tyran: Camera ts CCIE) a cescenmnctnieestchicseninsetemtivteneeeninnsier 8. 25 


PLATT’s OILGRAM PRICE SERVICE 
(Crude Oil Supplement, Apr. 9, 1957, vol. 35, No. 69-B) 


Crude prices in effect Mareh 31, 1957, but subject to later corrections; in 
dollars per barrel of 42 United States gallons at the well, except as noted. 


CALIFORNIA 
[S. O. California prices. All gravities above those quoted take highest price offered for field specified] 









































| 
Buena 
Vista, 
Elk Signal 
Coa- Hills Elk Hunt- | Ingle- | Kettle-| Hill Tor- |Wheele~| Wil- 
Gravity linga | (Shal- | Hills | ington | wood | man | (Long rance | Ridge | ming- 
low), | (Ste- | Beach Hills | Beach) ton 
| Mid- | vens 
way | Zone) | 
Sunset | 
12-12.9__- aacina $2. 60 GN Li ctechnnd ncaanmendscediin SiCNIE dinate enteh el continent 
ao 2.64) 2.59 sSints atl hiichateieliti lies ncielicicn aldo aM , eat SS. 
14-14.9_..-.-. 2.68 | . 2.63 | | $2.76 $2. 78 $2. 67 $2. 72 |. Rau $2. 7: 
15-15.9....--. 2. 73 2. 68 2.79 SSB beciewi a 2.71 2.75 |- — 2.81 
16-16.9_.. 2.77 2.72 2. 82 2. 4 |....... 2.74 2.77 $2. 66 2. 84 
17-17.9..- 2.81 2.77 2. 85 2. 88 2.78 | 2. 80 2. 71 2. 88 
18-18.9__. 2.85 2. 82 | 2. 89 3.98.1... 2. 82 2. 83 2.76 2.92 
10.0. . lc ciasscc.s) - BOS 2.87 | 2. 93 9:96. 1....0k. 2.85 2. 86 2.81 2. 95 
20-20.9_.. aoe} “SRR 2:03 | 2. 96 OT obs 2. 89 2. 88 2. 86 2. 98 
21-21.9... 2.97 | 2.96 | 3.00 BE. Lecrwcttahs 2. 93 2. 90 2.91 3. 02 
22-22.9__. 3.01 | 3.00 | 3.04 SOF t22 2.97 2. 93 2.96 3.05 
23-23.9... 3.04 3.05 | 3.07 3.09 oes 3.01 2. 96 3.02 3.09 
‘ - 3. 08 3.10 |. 3. 10 Ge Bentvbiiens 3.05 2. 99 3.07 3. 13 
‘ 3.11] 3.15 | $2.92 3.13 Sal sac 3.09 3.03 3 12 3.16 
‘ 3.14 3. 20 | 2.96 3. 16 3.18 3.13 3. 06 3.16 3.19 
3. 18 3. 25 3.01 3.19 i Tenanes 3.17 3.10 3. 21 3. 23 
3.21 3 30 | 3. 06 3. 23 | i We Becwaiithe 3. 22 3.15 3. 26 3. 28 
3. 25 3.35 | 3.11 3. 27 3. 28 , , : Ma ll ciaieaneaibinas 3.31 3.33 
3. 29 3. 40 3. 16 3.31 3. 32 SE ei dations 3. 36 3. 37 
3. 33 3. 45 3. 21 3. 34 3. 36 $3. 27 TED Ties inakoaeiay 3. 41 3. 41 
‘* a 3. 37 3. 48 3. 27 es baeued 5 3. 32 3. 44 BD QB Aah. ove 
3. 41 3. 50 3. 32 3. 40 3. 37 SONA cuacas RPh iissc. 
s 3. 45 3. 53 iin Si stctaweldencweds 3. 42 DA he woeans Ee Oecssukese 
Sidthnineiiiading 3. 49 |...-.- Bain een edbmatees 3. 46 ee Buchan DMA losste 
‘ 3. 53 | MD Devseecimis 3. 50 TER ctinnincann tncatiatetiemen 
37-37.9__. 3. 56 | 3.49 3.55} 3.68 iat EE e's 
OMNIS gb Sicadeons WO ie s.35561" Te lesdbavesladececs SE ask doe ciiteewtd cee 
39-39.9__....- CGO dnd) EE dowoenccsticdeknd SEI dn nleseocnsdbinisbhteuhlddbinnn 
40-40.9_...-- . 3. 68 | oak 4) DP heesdain asset DAU DG dite citienentee dkecdctaionns 
| ! 
VENEZUELA 


Prices per barrel for cargo-lot quantities, f. 0. b. vessels at ports shown ; effec- 
tive at time vessel tenders for loading; subject to change without notice, and to 
availability and other terms stated below; 2 cents per barrel differential per 
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degree of gravity applies for gravities below and above those shown, except as 
noted. Prices for crude oil sold at points other than those indicated subject to 
variation from prices shown below to reflect any change in transportation and 


terminaling requirements. 


Key to companies posting: 1—Colon Development ; 


2—Compania Shell de Venezuela; 3—Creole Petroleum ; 4—International Petro- 
leum; 5—Mene Grande; 6—Richmond Exploration; 7—Sinclair Oil & Refining; 


8—Socony Mobil Co. de Venezuela ; 9—Texas Petroleum. 


Crude 


Anaco Wax--.-.-- 
Bachaquero____-- 
Do. 
Do. 


Bachaquero Heavy__- eee 


Bolivar Dist. Heavy ----- 
DPR c ce sate cece ctu 
a 

Boscan___ 

Cabimas - _- 
> 
Do.___- 

Do. 
Do. 
Do. 5 

Cruces/Manueles....__- 
Do. 

Cumarebo 

Guanipa_ _- 

Do 

Guere (Crude Waxing) - 

Jusepin 

Lagomar__. 

Lagunillas 


Lagunillas Heavy. Rosa ths 


Lagunillas 

Do. 

Do. 

Do. : 
La Rosa____ 
BR ad i, ad 


} 





F. 0, b. port 


Puerto La Cruz- 
Las Piedras/Amuay 


| Las Piedras 


iepeeela 


.do 


Rachaquero, Cabimas ?_ _- 


| Cardon _- 


Lagunillas ‘4 __ 
Bajo Grande __ 


_| Cabimas (Jetty) 4 


| Cabimas 3___ 
| Carden 
| Las Piedras 


awa ® 
_do 


| Cardon 


Coloncha ¢ 


| Tucupido 


Puerto La Cruz 
_.do ‘ 
_do 


| Caripito 
| Cardon 


| Las Piedras/Amuay-.-........-- 


do 


| Las Piedras_ 


do i 
.do 


| Lagunillas 4 


Amuay 


| Puerto La Cruz_ 


do gine 
Cardon 


| Las Piedras__- 


Palmarejo 4 
Puerto La Cruz 


aed do S 


| San Lorenzo # 


| Cardon_._._- lake 


| Capure (Pedernales) 


Comtete...giieccsss bdbedau A 


Puerto La Cruz 


1 Differential per 46° gravity: 2.5 cents a barrel. 
? Also available at La Salina at 3 cents a barrel less. 


3 Deepwater mooring. 
‘Shallow draft only. 


5 Differential per 42° gravity: 3 cents a barrel. 
6 Also available f. o. b. Puerto La Cruz. 


| 








Posted 
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Gravity 


4LD-EAGD. hc nnwdde 
ee 
Se Pesan sd... vee 
14,.5-14.9_..._..-_- 
Fi ech Sha hort 
12.5-12.9_.-. 
12.5-12.9_.. 
12,5-12.9... 


| 10. th 
| 22.0-22.4._- 


20.0-20.4....-_- 
22.0-22.4....___ 
20. 0-20.4_._- 


| 20.0-20.4.... 
| 20.0-20.4 

| 30.0-30.4__.__ 
| 30. 0-30.4__. 
| 48.0-48.9___ 


60-81 4i oss 
30.0-30.9__. 


|} 41.0-41.9_.._. 


32.0-32.9..... 
PEPE ecesessness 
About 15/16-- é 
Flat... pateacives 
About 15/16 


| Flat 


About 15/16 
About 15/16 
24.0-24.9__- 
24.0-24.4__. 
24.0-24.4. _. 
29.5-29.9... 


| 29.5-29.9... 


29.5-20.9........... 
m5409..:.......- 


ED cienanaees | 


DP DO Dandccncna<s 
2.0-32.4 

18.0-18.4 

30.0-30.4 

20.0-20.4 


| 36.0-36.4 

| 35.0-85.9........-.. 
36.0-889........... 

| II cn cnn 


== 


PIs nneecuas 


SR ccesbanintenieyith 
PROGR... ccencccus 
GEOGRD. ..cnccces 
About 47/48. ..-- ; 


| Flat _. 


40.0-408........... 
4h.6-€h9........... 
GO-4........<-. 
CRORES. Wcc0ccncse 
DEORE nn dancensne 
WERA....2-22.00-. 
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CANADA 


251 


Postings of Imperial Oil Ltd. Prices are in Canadian dollars per barrel of 


‘35 imperial gallons. 
Alberta 


Acheson/Stony Plain 
Armisie 
Battle 


Fenn-Big Valley 
UO, iii i ke ee 
Joarcam—North 


Manitoba 


Be I ois oo echeeeccne icin emicnesemneoaniieiasanae nana 
SEU OMI (IIIT Bion cc icnininicndnttlinmentiicmucsintcstananin ees 
VOR COD ocean Specie ce ce ec ne ae Eee 
Woodnorth 


Ontario 


Cl Gipeiigs Receive Bin Gets 3k ne ee Sa eee 
Saya, Way TA WEE OR CHIN CUE cerned: & insane dee senaevtewiieesnianeiigresion 
On SOG FNCU VI NBs iinet cine cngtlncctlictnsinnenbatlce: 


Saskatchewan 


I ils Sidi chk sikh nics ize cael inseam naan 
PRUE TEs constrain eitgintisip tiie ia ei giccsnthinnnciatinaannieiae 
UI osiatesianis esc ccndeninninenets ins devas os eoenen sgheiepeansamalisanaaanaiia tid kdaieniataiaieins anaaiadiias 
TORRE, in cinssimeetiisiae-netn>enienlbammenbl-snnetise teal tal, 


Turner Valley (Alta) crude: Prices f. o. b., producers tankage, begin 
with 33-33.9 gravity at $2.665 with 2 cent differential per degree 
of gravity to 64 and over at $3.285. 


MIDDLE EAST 


2. 57 


2. 485 


Prices are per barrel of 42 United States gallons, exclusive of local port or 
other governmental charges, sales taxes, etc., if any; f. o. b. loading port indi- 
eated, for gravities shown; 2 cents per barrel differential per degree of gravity 
applies for gravities below and above those shown. Key to companies posting: 
1—American Independent ; 2—BP Trading; 3—CFP ; 4—CFP (Iranian Branch) ; 
5—Esso Export ; 6—Gulf Exploration; 7—-Gulf International; 8—Haneock Inter- 
national; 9—Iran Atlantic; 10—Iran California; 11—M. E. Crude Sales; 12— 
Mobil Overseas ; 13—National Iranian ; 14—-Pacific Western-Iran; 15—Richfield 
Iran; 16—San Jacinto Eastern; 17—Shell Pet.; 18—Signal International; 19— 


Sohio-Iran; 20—Texaco (Iran) ; 21—-Tidewater-Iran. 
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PERSIAN GULF 


Posted by— 


All except 3, 6, 11 
Iranian Light f | All except 3, 6, 11, 13 
Iranian Lleavy All except 3, 5, 6, 8, 11, 13 
Kuwait Mina-al-Ahmadi___......| 


Umm Said 


NEE eee 
SSUGB2aK8 


FAR EAST 


Price is in United States dollars per barrel of 42 United States galluns, f. o. b. 
Lutong, Sarawak, as posted by Sarawak Oilfields, Ltd., ex local port or other 
government charges, fur crude within gravity range stated, louded in full cargo 
lots. 

Seria Light, 36-38 API 





FOB port 





| Boca de Uracoa ! 7 20. 5-20. 9 

Sot REED: coca ccoressadic 20. 5-20. 9 

a .do Bioeth es cee neo 20. 5-20. 9 

| Amuay edigdatetthaiah wine Q 31.0-31.9 

=e 26. 0-26. 9 

Tia Juana 102 L. P .do aia 25. 0-25. 9 
Tia Juana Heavy La Salina. 7 Flat 
, anierrednmncitanamaanssl dane ye Se ee 3 24. 0-24.9 
29. . .do p 24. 0-24. 9 
Tucupita ! 16. 5-16. 9 


% 


ae) 
AAWOADware 
RZSSSRSARS 


a 
PRPPNNNNNNL 


1 Shallow draft only. 

2 Differential per 42° gravity: 2.5 cents per barrel. 
3 Als’ availible at La Salina at 3 cents barrel less. 
¢ Differential per 44° gravity: 3.5 cents barrel. 


SAN DIEGO SITUATION 


(a) Fed-Mart Discount House Service Station retailing Richfield Ethyl gaso- 
line at 28.9 cents per gallon. Supplied through Byron Armour Oil Co. San 
Diego Richfield dealers pay 28.7 cents per gallon wholesale for Richfield Ethyl 
gasoline, not including rent. 

(b) Richfield Ethyl gasoline is retailed at naval bases in San Diego for 29.9 
cents per gallon. San Diego Richfield dealers pay 28.7 cents per gallon, not in- 
cluding rent. 

(c) Service stations in Tijuana, Mexico, retail gasoline for 23 cents per 
gallon for regular gasoline and 25 cents per gallon for Ethyl gasoline. 

(@) Richlube Xxtra duty 20 weight canned motor oil is being sold by Fed-Mart 
Discount House in San Diego for $6.26, including tax. Richfield dealers who 
order 1 case pay $7.29 per case wholesale and $6.39 per case if they order in 50- 
gallon lots. 

(c) Union Oil dealers in San Diego (lease dealers) are paying 24 cents per 
gallon for Union Oil Regular gasoline and 28.5 cents per gallon for Union Oil 
Ethyl gasoline while Union Oil master lease operators are paying 25.5 cents per 
gallon for Union Oil regular and 29.7 cents per gallon for Union Oil Ethyl gaso- 
line, as of Monday, April 22, 1957. 

Lease station locations: 25th and Imperial, 30th and Market. 
Master lease stations locations : 2805 East Harbor Drive, 31st and National. 
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Lease operators in San Diego 

Master lease operators in Los Angeles 
Lease operators in Los Angeles. 

City of Los Angeles 


Gallons Hi-octane 


24. 6 

0. 244 
Ravesowss boo alpl lee $0. 24 
2. i coibiewindietiees .49 
EE a apardibe a < .73 
iv eee oe trend ince : a . 98 
clavate ds ‘i ! 1, 22 
6 éé 1. 46 
7 a 1.71 
Ole os  ciie  ndeate atten 1.95 
Bas a 2. 20 
__ ies Swe é 2. 44 
TE. linkibkwosance ngpnrdaetel 4. 88 
Deittenccscas te 7.32 | 
dG dboneneSbibes a 9. 76 
eT eee és 12. 20 
60 i ats - 14. 64 
a acattnulll an 7. 08 
ihacaccsenedihnthincupe 19. 52 
idibieoe wed on 21. 96 
100- adeamunie ns 24. 40 
eden neat a pandbbieee masa 48.80 | 
300_.- ae on 73. 20 
Sains csecvencrenentniied ati wai 97.60 | 
SE sinwiiene wiamivs Gudcedbs 122.00 | 
re eee cane 146. 40 | 
ic ne ainienind Slpmghnsin wate 170. 80 | 
195. 20 
900... 219. 60 
Dt + nebkndnndawe sais 244. 00 
Ore desessawowes — 488. 00 
Pi ahocccsedeh tet — 732.00 
| an = 976. 00 
eS csdsicinitiamcibates  * 1, 220. 00 
6,000... sical ae 1, 464. 00 


Prices effective as of Jan. 19, 1957. 


92285—57—pt. 817 


Ethyl 


27.8 
0. 274 


$0, 27 
. 82 
.10 


37 | 


. 64 | 


. 92 


2. 47 
2. 74 
5. 48 
8. 22 
10. 96 
13.70 
16. 44 


1 
1 
l 
1 
2.19 | 
2 
5 


19.18 | 


21. 92 
24. 66 
27. 40 
54. 80 
82. 20 
109. 60 
137. 00 
164. 40 
191. 80 
| 219.20 


246. 60 | 
274. 00 | 


548. 00 
| 822.00 
| 1,096. 00 


1,370.00 | 


1, 644.00 | 


(f) Tank wagon prices for Richfield : 


eased dealers 


Rent 


qn 0. 225 | 


$0. 


02 


05 
07 
09 
ll 


14 | 


16 


18 | 


- 20 
. 23 


. 50 


50 
00 
. 50 


00 


| 


| 











| 
| 
| 
| 
| 
| 





| Regular Ethyl 
| 25. 5 28.7 
26. 1 29.3 
. 24.6 27.8 
19.0 21. 49 


Other 


| Hi-octane | Ethyl 


26. 1 29.3 
0. 259 0. 289 | 
—_—|— ‘ 
$0.26 | $0.29 
. 52 . 58 
.78 . 87 
1. 04 1.16 
1.30 | 1. 45 
1. 55 | 1.73 
1.81 2.02 
2. 07 2.31 
2. 33 2. 60 
2. 59 | 2. 89 
5.18 | 5. 78 
7.77 8. 67 
10. 36 | 11. 56 | 
12. 95 | 14. 45 
15. 54 | 17. 34 
18.13 | 20. 23 
20.72 | 23. 12 
23. 31 26. 01 
25. 90 28. 90 
51. 80 | 57. 80 
77.70 86. 70 
103. 60 115. 60 
129. 50 144. 50 
155. 40 1738. 40 
181. 30 202. 30 
207. 20 231. 20 
233. 10 260. 10 
259. 00 289. 00 
518.00 | 578.00 
777.00 | 867.09 
, 036.00 | 1,156.00 
, 295.00 | 1,445.00 
, 554.00 | 1,734.00 





| 
Hi-oct ane 


0. 1899 
$0.19 

.38 

57 
.76 | 

95 
14 | 
33 | 
52 
71 | 
90 
. 80 | 
70 | 
. 60 
11.3 
13. 29 
15.19 | 
17.09 | 
18. 99 | 
37. 98 
56. 97 
75. 96 
94. 95 


SF Or G0 et tt et 





Los Angeles City 


Ethyl 


0, 2149 


$0. 21 
.43 

. 64 

. 86 
1.07 
1.29 
1.50 
aa 
1.93 
2.15 
4.30 
6.45 

8. 60 

10. 75 

12. 89 
15. 04 
17.19 

19. 34 
21.49 
42, 98 
#4. 47 
85. 96 
107. 45 
128. 94 
150. 43 
171. 92 
193. 41 
214. 90 
429. 80 
644. 70 
859. 60 
1, 074. 50 
1, 289. 40 
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INTEROFFICE COMMUNICATION 


Location Oe 
To: Bulk plant ‘lass of account - 


Dealer’s name 
Address 
Approval is requested to offer subject. dealer a subsidy : : ..- grade(s) 
of gasoline due to the following competition: 
Competitive prices 


Name and address of competition House brand 
Pump prices 
Posted curb price sign 


Pump prices -_ _- iis 

Posted curb price sign _ _ - 

Pump prices f 

Posted curb price sign - : 

rum mrieet. 2 oui =... 

Posted curb price sign 

Pump prices _- __- 

Posted curb price sign - - - 
The stations shown above are the closest major stations to our unit. 
Average gallonage R. O. SS: 1955— 

1956— 
Actual gallonage past 3 months: 

HTi-Octane Ethyl 
Normal posted prices ‘ 29. 6¢ 34. § 
Richfield directed minimum retail selling prices__-_--.- 30. L¢ 33. 
Posted tank wagon prices____________- se eancs 26. 1¢ 29. : 
Basic prices at : 32. 1¢ 35. : 
Competitive selling prices____- ae a . 29. 6¢ 34. § 
Decrease below basic prices-___-_-_-_-_-__- cot vce lds 2. 5¢ 
Dealer aid (from table)______-_-- . 875¢ . 300¢ 
Difference between cesta tank wagon and competitive 
prices 3. 5¢ 5. 6¢ 
Extra margin (per extra margin letter) contract dealers 
¢ 


5. 375¢ 
(57-86) 
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Mr. Roosrvett. The committee will now hear from Mr. Robineau, 
president of the Frontier Oil Co. Mr. Robineau, would you raise your 
right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Rogrneav. I do. 


TESTIMONY OF M. H. ROBINEAU, PRESIDENT, FRONTIER REFINING 
CO., DENVER, COLO., ACCOMPANIED BY J. HOWARD MARSHALL, 


ATTORNEY AND DIRECTOR OF FRONTIER REFINING CO., DENVER, 
COLO. 


Mr. Rosrnrav. Mr. Chairman, this is Mr. J. Howard Marshall, who 
is a director in my company and admitted to the California bar and 
who has consented to hold my hand this afternoon in case I need a 
little advice. 

Mr. Roosrvetr. We will be very glad to have him hold your hand, 
and I hope it won’t be necessary. 

Mr. Roprnzav. I hope not. 

Mr. Roosrvett. Mr. Marshall, if you are going to give any testi- 
mony, though, I must swear you, so I presume you are not, you are 
simply going to advise Mr. Robineau, and we are very happy to have 
you do so. 

Mr. Marsnatu. That is correct, thank you. 

Mr. Roosrvert. As you know, we asked you to come here because 
when we were in Denver Mr. Armitage was representing your com- 
pany, and he informed the committee that he had had a rather severe 
heart condition, and as he put it, a job had been provided for him in 
the company, and when we asked him what the job was, he said it 
was to put him on the shelf, so we didn’t feel he was a competent 
witness, and we didn’t think it was quite fair to him to ask him ques- 
tions. 

As the committee understands it, you are the president of the 
Frontier Oil Co., is that correct ? 

Mr. Rorrneav. Frontier Refining Co. 

Mr. Roosrveit. You are an independent company ¢ 

Mr. Roprneav. Yes, sir. 

Mr. Roosrvetr. You operate an integrated company. 

Mr. Rozrneav. Yes, it isan integrated company, not balanced. 

Mr. Roosevett. What? 

Mr. Roprneav. It is not a balanced integrated company, but it is an 
integrated company. 

Mr. Roosevett. Do you purchase your crude from sources that you 
control, your company controls, or do you purchase it from outside— 

Mr. Rosrneau. No, we purchase on the open market, either day-to- 
day or contract basis. : 

Mr. Roosrverr. What percentage of it comes from the major com- 
panies ? a 

Mr. Rosrneav. Oh, in excess of 50 percent, the majority of it comes 
from major companies because they are the ones that have the crude 
in our area. We buy from all the independents we can that are near 
us that want to find a market; we offer them a place to sell, and then 
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when we can’t get enough from them on competitive price, we buy 
from wherever we can get it, the best price we can get, considering 
quality. 

Mr. Roosrvevr. Is the committee correct in understanding that you 
sell gasoline that you refine under the Frontier label ? 

Mr. Ropineau: Yes. 

Mr. Roosevetr: In part. 

Mr. Ropineau: The great part. 

Mr. Roosrvetr: What is the percentage of the gas that you sell un- 
der Frontier label compared to the total of your gasoline sales? 

Mr. Ropinrav: I would say 90 percent is sold under Frontier label, 
and I would say about 5 percent sold unbranded to jobbers and prob- 
ably another 5 percent to government agencies and large companies. 

Mr. Roosrvetr: By “large companies” you mean large consumers. 

Mr. Ropsineau: Well, no, I mean the large—maybe other majors 
there, every once in awhile we make a spot sale to them of our products. 

Mr. Roosrve.t: When you sell to unbranded dealers, do you make 
any check to see whether they are in competition with your own 
branded dealers ? 

Mr. Rosrneau: Well, of course—I won’t say we make any check, we 
know if we have a branded dealer in that same town, we know we have 
a problem that we discuss on a policy basis before we sell an unbranded 
dealer. 

Mr. Roosrvetr: In other words, you try to protect from competition 
of the unbranded dealer to whom your products go, you try to protect 
the dealer who is operating under your own brand. 

Mr. Ronrneav: I don’t know just what you mean by “protect.” Let 
us put it this way, 1 try to protect my own company, very selfish busi- 
ness, to make money, and we try to protect our operation in that town. 
We know it isn’t wise, depending on the size of the town—some towns 
we don’t feel it is wise to have too much distribution. Other towns, 
like the town of Denver, we have—I think we have four branded job- 
bers, and I think we have an unbranded jobber, but when we go into a 
real small town like the town of Brighton, we feel we can only have 
one account there. It wouldn’t be eood business on our part. So | 
would say we try to protect ourselves. We are selfish about it. 

Mr. Roosrvetr: From the testimony that Mr. Armitage gave us, 
your major competition, I presume, is major companies in most loca- 
tions, 

Mr. Rosrneau: Yes. 

Mr. Roosrveitt: Do you post prices below the major competitors / 

Mr. Ropinzau: No. Weare an independent. Our viewpoint on this 
price problem is different from the major oil companies, at least I 
argue that it is; in my opinion it is. We are on the high side rather 
than the low side. We don’t think that these price wars and these 
price conditions are healthy things. We know they are not healthy 
for us, and we know they are not healthy for our dealers. I have nev- 
er seen—TI say “never”; there are exceptions to every rule, but as a rule 
the ones that get killed off in a price war are the service station opera- 
tors themselves. whether they handle the major brand or they handle 
an independent brand. 

Mr. Roosevetr. In other words, the real sufferer from a price war 
is not the supplier, it is the dealer, isn’t it ? 
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Mr. Rosrnzav. Usually it is the dealer, that’s right. In gross dol- 
lars it may be the supplier, but he is in position to stand it. The fel- 
low that actually goes out of business as a rule is the service station 
operator and the dealer. 

Mr. Roosrvett. Who starts the price war, in your opinion ? 

Mr. Roztneav. Could I just finish a little bit more on that ? 

Mr. Roosevett. Yes. 

Mr. Rosrnegav. Just to finish your question there. That is why 
we are against it, because as an independent we have to live on the busi- 
ness that we get from other independents. There was a time right 
after the war, after we bought the plant we built from the govern- 
ment, 100-octane plant, when we either had to buy that plant or let a 
competitor get in our backyard because it was connected with our 
refinery, we had to buy it, and for awhile we sold our products— 
well, there was a big market, a market formerly taken by the armed 
forces, and now we had to find a market, so we sold it to the large 
companies, and then one January, within 30 days, it seems like these 
companies had expanded their refineries—it took them a couple of 
ai after the war to do it—and then we were out of that business. 

Ve didn’t go broke in the next year or two, but we got badly bent, 
and since that time we want a large number of independent jobbers 
and dealers, so we don’t want any of these price conditions because 
they are the ones that go out of business or else we have to dig up 
the money to keep them in business, and there is a limit how far we 
candig. Excuseme. Now goto the next question. 

Mr. Roosrvett. Naturally the next question is, in your opinion how 
do these price wars get started ? 

Mr. Roprneav. Well, you have to take an individual price war to be 
specific. 

Mr. Roosrevett. Let us take the Denver one or the Pueblo one, with 
which I am sure you are familiar. 

Mr. Rosrneav. I am more acquainted with the Denver one than I 
am the Pueblo one because the Denver one cost me more money. I got 
into that one. 

Mr. Rooseverr. All right. 

Mr. Rosrneav. Well, the Denver war in my mind started from a 
combination of factors. I have been an independent marketer since 
1925, and I have never seen one as vicious and as difficult to solve as 
the Denver price war. To start with, we had had ordinary recurring 
wars. In a metropolitan war you have recurring wars which start 
just because some particular individual or company is not happy with 
the size of their market or their position in the market and wants to 
get more business, and they feel by being the first to cut the price and 
value to the public, they convince the public they are doing something 
for the public’s benefit. 

Mr. Roosrverr. You are talking about the supplier, not the dealer. 

Mr. Rosrneav. No, I am talking about the dealer who usually starts 
these things. 

Mr. Rooseve.r. The one individual dealer ? 

Mr. Rosrneav. That’s right, although sometimes maybe it is a com- 
pany. I am talking generalities, not Denver. He hopes to improve 
his position by getting more business. If he loses some money during 
that price war, it is a calculated risk he is taking in the hope that after 
the war is over and the prices go up that a certain amount of that new 
business that has come across his platforms will stay with him. 
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Mr. Roosrvert. Let me be very specific. You have been in this 
business a long time. As you said, you have watched this thing pretty 
carefully. 

Mr. Rosrneav. Yes. 

Mr. Roosrvett. Is it the little individual dealer who starts it to get 
his, or is it actually the major supplier who wants to get a bigger share 
of the market ? 

Mr. Rozrneav. In my opinion it is the little individual dealer that 
starts it. 

Mr. Roosrvert. He starts it. 

Mr. Rozrneav. But it is the big fellow that may finish it. 

Mr. Roosrvett. What do you mean by that? 

Mr. Rostneav. Well, let us go back, to finish off on Denver, to say 
what specifically happened in Denver. The only reason I made this 
long dissertation on the general thing is that I had to describe in our 
market, going back before this last war started—I can’t give you the 
exact year, I can look it up for you—we had three what we called pro- 
fessional cut-price operators, and I don’t say that in a derogatory way, 
you have a right to sell your merchandise any way you want to in this 
good old country of ours, but that is the way. They operate in the way 
I described. Periodic times they drop the price. They had a good 
percentage of the market. They bought their merchandise from the 
Oriental Refining Co., whom I believe you talked with, with Mr. 
Stringer, and that kept his little refinery, which is one of the type of 
refineries that Mr. Lewis has just described that has more or less gone 
out of business, doesn’t have a chemical process or cat cracker or any 
of those other things, bought their gasolines from him. They stopped 
buying from him all at one time. That put him in the same bad spot 
that I just described that I was in at one time when the majors stopped 
buying from me. He had to do something. So he evolved the idea, he 
is a good oil man, and he is protecting himself, of putting a lot of little 
cheap stations in where he had no investment, as he described to you, 
not only in Denver, but in other parts of the State, and wherever he did 
that he gave no service, did nothing for anybody, and he just dropped 
the price. That was contrary to all the claims that these other three 
professional price operators had been making that they are always the 

ow run. So they decided they were going to meet him, and the price 
just went on down and of course, as it went down, the large companies 
went with us, too, and that. forced us and our independent dealers to 
go along, too, or else lose all of our business. 

Mr. Roosrveitt. Now, Mr. Robineau, the major supplier testified 
before this committee that that was such a small amount of the total 
sold that it was insignificant, and he didn’t care one hoot whether the 
Oriental went up or down or where it went. How can it start a price 
war then ? 

Mr. Roprneav. I am delighted he feels that way now. It took quite 
a little time before he felt that way. 

Mr. Roosrvett. What you are saying is that then the majors did go 
down immediately. 

Mr. Rosrneav. They certainly did, yes, sir, and so we had a 
three—— 

Mr. Roosrvett. Yet you will agree that his production is very much 
limited, isn’t it ? 

Mr. Rosrneav. That’s right. 
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Mr. Roosevetr. And therefore actually he couldn’t have captured 
any part of the market, could he? He had already captured it. So 
certainly they didn’t have to meet it from the point of view that he 
was taking any of their market; is that right ? 

Mr. Rosrneav. Mr. Roosevelt, you are making the speech I have 
been making all during the war trying to get it settled. 

Mr. Roosevetr. You agree with us ‘then ? 

Mr. Rosrneav. I agree. 

Mr. Roosrveitt. W hy did the majors go down, in your opinion ¢ 

Mr. Rosrngav. Because in their opinion or division manager’s opin- 
ion—and I really can’t speak for them, but in my opinion 

Mr. Roosrvert. I can only ask you to give your opinion. 

Mr. Rosrneav. In my opinion, just because of a natural—this is a 
very competitive business we are in, Mr. Roosevelt. 

Mr. Roosevetr. There is nothing to compete for here. He has it. 

Mr. Rostngeav. They feel so. They say, “If we let him do this”—I 
am assuming this is what they said—“If he can go ahead and get this 
kind of market, he will build more stations and more stations and 
increase the size of his refinery, keep getting more and more of our 
market, so we are going to have to do battle with him.” I am sure 
that was in the back of their mind. I don’t think they believed Mr. 
Stringer’s statements he made from the first day the war started, that 
he w anted to operate his refinery at 3,500 barr els one w ay or the other ; 
and that is it. I don’t believe they believed that until a lot of stock- 
holders’ money had gone down the drain, and some of mine. 

Mr. Netuis. May I ask one question on that? Mr. Robineau, is it 
a fact that you at one time had a contractual purchase and sale agree- 
ment with Oriental Refinery Co. ? 

Mr. Rosrnrav. Westill sell them. 

Mr. Netuts. You still sell them. Were you selling them during the 
time that Mr. Stringer dropped his price? 

Mr. Rogrneavu. We weren't selling them gasoline. I think we were 
selling distillate. 

Mr. Roosevetr. So you in no way fed that price market by selling 
refined products to Mr. Stringer ? 

Mr. Rorineav. No, but on the other side, we didn’t restrain the 
market, either. We think Mr. Stringer has a right to do business any 
way he can just as we have a right to do business any way we can. 
If he wants to pay our price for the merchandise and buy it, so can 
anybody else, but it would be silly for me to help reduce the price 
to put me out of business. 

Mr. Netuis. But you have no concern about how he sells it after he 
buys it ? 

Mr. Roprneav. Ihaveconcern. I mean, I don’t— 

Mr. Neus. There is no control you have over it ? 

Mr. Rostneav. We have no control over it. I have concern as I do 
wherever there are price wars. I am on the high side. When a price 
war starts, it is usually somebody is mad or an economic reason, and I 
try to find out if it gets to where it is serious, hurting me, try to find out 
why, and if two people are mad at each other, find out why. Some- 
times the things can be resolved. 

Mr. Netuis. One other question on that, Mr. Robineau. You sell 
about 5 percent of your output to the so-called ——— 
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Mr. Rosineavu. Unbranded. 

Mr. Netuts. I think you referred to them as price cutters ? 

Mr. Rosrneav. Professional 

Mr. Neuus. Professional price cutters. I don’t know that I would 
agree with that term. In any event, we understand what you are 
referring to. Do these professional price cutters take your product 
and go out in some market where you are established and knock off 
your dealers ? 

Mr. Rostneav. No. If. you hadn't put that last part on, I wouldn’t 
know how to answer it. I can say “no” to what you said, they don’t 
knock off our dealers because they are not interested in havi ing our 
dealers knocked off. 

Mr. Nevuis. You understand what I mean. Using your own prod- 
uct, and strategically located as we found out when we were in Denver, 
wouldn’t it be a travesty on justice in your opinion if they took your 
product and did the harm you are e speaking of? 

Mr. Rosrneav. I would say “yes” if I gave them a price or any thing, 
permitted them to do that, 1 would agree with you. We don’t. 

Mr. Nexis. You sell them at the same price that you sell 

Mr. Rostneav. No, not the same price. We sell on two different 
bases. One of the questions you asked Mr. Armitage, where he 

Mr. Neuuis. Yes, sir; I think we ought to get into that. 

Mr. Rosrneav. I will be glad to get into it right now. As I told 
you, the majority of our business is sold to branded dealers. Now, 
most branded dealers, it is obvi ious, want a brand, they want advertis- 
ing, and they want protection. When a price war comes, they want 
to know their supplier is going to stay with them because they can’t 
last very long otherwise against the large companies, and so we usu- 
ally—our polic: y is to sell those people off ‘the tank w agon, I don’t know 
whether you know what that means, off the major company tank 
wagon so many cents per gallon, whatever the going competitive rate 
is in that area, and then they get a 50-50 split or whatever the going 
protection is when a price war comes. Now let’s say that we have an 
unbranded dealer, we have one in Denver, that is the w ay our Denver 
distributors are sold. Now, we have one unbranded customer in Den- 
ver who has been one of these professional price cutters. At the pres- 
ent time he is selling at the same price as our branded dealers, 

Mr. Neuuts. That is because the truce is on, isn’t it ? 

Mr. Rostneav. That is probably because the truce is on. 

Mr. Neus. There was a time when he was selling somewhat below, 
wasn’t he? 

Mr. Ropineav. That’s right; that is before we had him, but there 
may come a time when— 

Mr. Nexus. Yes, and he was selling your product. 

Mr. Rorrneav. Not at that time. We took him on rec ently. 

Mr. Netuis. Then he may be selling your product next time ? 

Mr. Rosrneav. That’s correct, and we will face that again because 
now here is the difference between our unbranded and our branded 
dealer. This branded fellow has a long-term contract, too. Our un- 
branded dealer is on a day-to-day basis, No. 1. No. 2, it is based on 
a different pricing arrangement entirely. It is based on the Wall 
Street Journal of Commerce quotation in Tulsa, which is the general 
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midcontinent area market, instead of on the local. 
protection whatsoever. 

Mr. Neus. Why is that? 

Mr. Rogsrneav. Custom of the industry and our custom, we won’t 
sell on a protective basis. 

Mr. Neus. Is that a fictitious price or real price? Is that Wall 
Street 

Mr. Rogrneav. It is a published price. 

Mr. Netus. Is it a fictitious one or an average or what? 

Mr. Rostneav. That question I can’t answer to my own knowledge. 
I understand there are a lot of people quote below it, but it is the price 
most people use as their basis for quotation. It is an honest base price. 
Now, people make deals on or off of it, depending on what the compe- 
tition Is. 

Mr. Netuts. There is no protection to the unbranded dealer. 

Mr. Rosrneav. There is no protection to the unbranded dealer, no 
advertising, no service. 

Mr. Netuis. But there is a differential also, isn’t there ? 

Mr. Rosrneav. The funny thing is—I would rather not name the 
towns unless you need it, for competitive reasons, but in some towns 
they have an advantage of, I would say, a range of 0.2 to 0.8 cent a gal- 
lon—I don’t think it ever gets higher than that—if it does, we take a 
look at our card and see whether we want to do the business or not. We 
are in position to cut off 24 hours or less. On these other towns, I know 
one particular town I can think of where because of these conditions 
he is paying higher than our brand is because that is what the market 
happens to be with the rates in that area. 

Mr. Nexuis. I say, you are interested in your dealers and if that 
situation ever arose, 1 assume you would take a good hard look at 
the proposition of selling your gasoline to somebody that is cutting 
your dealers’ prices. 

Mr. Rosrneav. I can’t live without my dealers. They are hard to 
find, good ones. 

Mr. Roosrverr. Mr. Robineau, in dealing with your dealers, do you 
have any arrangements on TBA with them? 

Mr. Rosrneau. We sell TBA. We do not have any tie-in deals, 
neither on gas nor on lube oil. The best evidence of that—and I am 
a little ashamed to say this, but this question came up before, so I 
looked up some figures on this, and we are selling only 10 percent of 
our jobbers and dealers that are selling our oil and grease, which is a 
rotten sales job, and I am going to do something about this now that 
you have brought it to my attention. 

Mr. Roosevett. Mr. Brown? 

Mr. Brown. Mr. Robineau, has your company grown substantially 
during the last 5 years in spite of the price wars? | 

Mr. Rozrngav. Our company has grown substantially in the last 5 
years, but not because of the price wars. 

Mr. Brown. I say in spite of. 

Mr. Rosrneav. In spite of, yes. They have almost put some kinks 
in us, too. 

Mr. Brown. Now, I would like for you to think for a moment of the 
nearest Frontier station to your home. 

Mr. Roprneav. Yes. 


No. 3, he gets no 
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Mr. Brown. And near it will be a competitive major oil company 
station. 

Mr. Rostneav. Yes. 

Mr. Brown. Now, what will Frontier gasoline be selling today, and 
what will that regular gasoline—— 

Mr: Rosrneav. I can’t name you the price, but I can tell you the 
differential. 

Mr. Brown. All right, sir. 

Mr. Rosrneav. The differential at the present time, the nearest sta- 
tion is right where our office is, near my home, too, and the nearest com- 
petitive station is right across the street, and this particular station is 
selling at 1.6 cents—no, it isn’t, 1 cent a gallon below, selling at 1 cent 
a gallon below the major company price. 

Mr. Brown. Now, in other words, you furnish advertising, and you 
have a name in the area which you serve as a brand name. Have you 
found any difficulty recently in getting good locations for service 
stations ? 

Mr. Roprneav. Yes. 

Mr. Brown. Is it a difficulty of a lot of competition for the location 
and the price going up ¢ 

Mr. Rosrneav. I assume that is it. It is because the price is getting 
so high on good locations that it is a question whether it 1s economically 
sound to build a station there or not. 

Mr. Brown. On an average location has the price of real estate for 
filling station purposes gone up $5,000 or—— 

Mr. Rosrneav. Again that depends on the town. When I say per- 
centagewise, it has gone up substantially. 

Mr. Brown. Substantially. By that would you say 15 percent, 25 

ercent ¢ 
. Mr. Rontneav. Yes, I would say 15 percent. Ten to 15 percent, 20. 

Mr. Brown. Ten to 15 percent. Now, you deal, I believe you said, 
through independent jobbers a lot, is that correct? 

Mr. Roprneav. Yes, sir; yes, sir. 

Mr. Brown. Now, they in turn own stations and have them leased, 
and did you say you own some stations and lease them to operators? 

Mr. Rorsrneav. Yes, we own some stations. At the time that we 
lost this major business, we started in a program to build our own 
stations, and during the last 5 years we have spent over $5,000,000 
on one of these lease buy-back deals we have with the insurance com- 
pany. We don’t have that kind of capital to put in ourselves. We built 
those stations where we have control of them, some 200 stations, and 
it is our policy, however, to lease them to a jobber or a dealer be- 
cause that is the way—we can’t operate as good—they can do a better 
job than we can do ourselves, and that is the reason we do it. Other- 
wise we would do it the other way. But we do have 56 of them we 
operate ourselves and only because we haven’t been able to find 
a lessee, but we have one man employed, his entire job is to try to get 
these stations leased out. 

Mr. Brown. In raising capital for acquiring real estate and build- 
ing the improvements on the ground, has that been done more or less 
on a real-estate transaction basis individually, or did you have a 
stock issue or a long-term debenture program or something ? 

Mr. Rogrneav. We started out originally, we had to do it on an in- 
dividual basis. Our underwriters for our company had individual 
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clients who, after we made the plans and did the thing, would build 
the station for us on a 25-year lease from us and which we had 
options to buy back. We did that for about 4 or 5 years. Just recently 
we got a big enough batch of those together that we went to an in- 
surance company and made a deal whereby as these options come up, 
we repurchase these, and as We build new stations we use their money, 
and we have it in an entire package deal which gives us a little better 
interest rate or rental rate than we had before. 

Mr. Brown. In other words, you were able to raise the capital to 
put in 200 stations. 

Mr. Roprneav. That’s correct. 

Mr. Brown. Now, since tight money swept over the United States 
have you had any difficulty in raising any capita] for this purpose? 

Mr. Rostnrav. Luckily we had a deal that goes yet for another year 
on which we still have some surplus. At the end of that year I antici- 
pate some difficulty unless the conditions change. 

Mr. Brown. Difficulty in the higher interest rate or just difficulty 
in money not being av: ailable ? 

Mr. Ronrneav. Well, 30 days ago I would say money not being avail- 
able. Today my guess would be, | strictly a guess, that the money will 
be available but the interest rate will still’be high. 

Mr. Brown. Let me ask you this, Mr. Robineau: From your ex- 
perience on this side of the petroleum business, if a young man with 
some capital, equity capital, spotted a good location for a service sta- 
tion and was able to get it in spite of the competitive bidding for it, 
do you think that he could raise the capital to get that service station 
to handle a brand of his own choice, whatever it might be? Do you 
think he could do it if he had some equity capital to start with? 

Mr. Rosrneav. Yes. I think it depends on who the man is. If he 
is a good man, I think he could do it, yes. 

Mr. Brown. Isn't that the question always in business— 

Mr. Rorrneav. That’s correct. 

Mr. Brown. That a lot of it comes down to the man? 

Mr. Rorrneav. That’s correct, comes down to the man and how ag- 
gressive he is and what he has and what his reputation is, but I think 
there are many, many places he can get the money. I don’t think he 
can go to the bank and get the money for that. 

Mr. Brown. Well, it isn’t a bankable capital item. 

Mr. Rogineav. That’s right. 

Mr. Brown. Once he gets the money—first he gets the location, isn’t 
that the key to this industry ¢ 

Mr. Rorrneav. I would say, in my opinion, the key isthe man. The 
second key is the location. 

Mr. Brown. Yes; but as far as capital items are concerned, that 1s 
tangible financial assets, the location is the key thing. 

Mr. Rosrneav. Yes. 

Mr. Brown. If he gets the location and then gets hold of a good 
product, even though his sales angle might be price instead of quality, 
it might be a gimmick instead of clean washrooms, or whatever it is, 
if he will work his side of the street, he can make a living at it and 
make some money, can’t he? 

Mr. Roprneav. Yes; he can’make a living. 

Mr. Brown. So it really isn’t a matter of capital not being avail- 
able as it is perhaps the psychology that the young man who wants to 
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go into the petroleum marketing field might feel that his best bet would 
be to go with an established major company that is nationally adver- 
tised and so forth. Do you run into that psychology ¢ 

Mr. Roztneav. That's right, and it comes back here, I think, to the 
individual again. Some people are independence minded. Other 
people are, shall I call them, security minded. If they are security 
minded, they feel they have to have somebody that is right there be- 
side them, that is partly with them, and they will go the major company 
way. If ‘they are an aggressive fellow and want to run their own 
business and want to be their own boss, and they don’t take kindly to 
somebody telling them what to do, they will go the independent way. 

Mr. Brown. Just one more question. Your best station in a town, 
an independent, that is, where you furnish the gasoline, whether you 
own it or whether you don’t, will that operator make as much money 
as the best major station in the town ? 

Mr. Rozsrneav. In my opinion he will make more. I would be very 
disappointed with him if he didn’t. 

Mr. Brown. Thank you. 

Mr. Netxts. One last question, Mr. Chairman. 

Mr. Robineau, you have been very patient. You make some spot 

sales, you said, to majors of your gasoline ? 

Mr. Rostneav. Yes, sir. 

Mr. Netuts. I take it that the majors put that in their tanks at the 
retail level and just sell it as their brand; is that right ? 

Mr. Ropinrav. Well, I assume so. We had that problem. We have 
to meet. certain specifications. They will give you—sometimes we 
have to change, although we think we make the best gasoline in that 
area, but they have different specifications, and we will make it for 
them if the price is satisfactory. 

Mr. Netuis. You make it for them in accordance with their specifica- 
tions, so it fits whatever they wanted in their tanks. 

Mr. Rozineau. According to their specifications. That’s correct. 

Mr. Nexus. This committee has before it some suggestions involving 
the possibility of a disclosure law, a law that perhaps might require 
some disclosure as to the source of gasoline, its octane content and its 
price at the various levels. Perhaps it would be better if you thought 
about this and submitted something later, but do you have any 
thoughts about a disclosure law of that type ? 

Mr. Rosrneav. I would rather know just what the law was. I can 
see what you want to do, and I can be in accord with the general 
principle. You want to protect the public against any misinforma- 
tion. Ithink—— 

Mr. Nexus. And the small-business man. 

Mr. Rostneavu. That’s right. I think you would have to be very 

careful how you drew up the specification of disclosure, because unfor- 
tunately it is a difficult thing to explain the difference in gasolines. 
There is a difference in gasolines, but it is not all just octane. That 
is just one specification. It is not all just distillation. It is not all 
whether you have an antirust inhibitor in it. It is a combination of 
things. It is the performance of the gasoline, and I think you should 
have the advice of some very good ‘technical people because while, 
comparing two gasolines, they will come out with different specifica- 
tions, both might be equally valuable to the public from the standpoint 
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of performance, but they might be an entirely different octane, but the 
one that had—yjust as a little example—let us take two gasolines that 
both have the same octane, both 90-octane gasoline, so you say they 
are the same gasoline. They could be entirely different from the per- 
formance standpoint because one gasoline might have 50 percent of its 
crack gasoline that might come from a cat-cracking operation and 50 

ercent from a thermo-cracking operation. The other one might have 
(5 percent from the cat-cracking operation and 25 percent from a 
thermo-cracking operation, but they have been blended to come to the 
90 octane. The one with the large percentage of cat-cracking is a far 
better performing gasoline than the other. That is just because of the 
nature of the hydrocarbons that go in to make the gasoline so it is a 
difficult thing to make a disclosure there. I know one of the tangs, 
probably like pipeline terminals, where you have exchanges and the 
same gasoline more or less gets into the other fellow’s tanks and is sold 
under his brand. That happens in instances where it is identically the 
same gasoline, but quite often it isn’t. 

As an example, we have a pipeline that goes down to North Platte, 
and we ship the majority of the material, our own stuff, to our jobbers 
and dealers, but we have some major companies we ship over to who 
ship their own merchandise, for instance. We have another pipeline 
coming from Casper that ties in to us. We batch that product down 
for them. They have their own tanks down there, some they own and 
some we own and lease to them, and we batch it down. You can batch 
these different products through the line, entirely separate. In the old 
days they used to put a water plug between them. Now the techniques 
of shipping down through a line are so refined that you don’t even do 
that, and you have very little—have a little interface that is mixed. 
You take that off in your slop tanks and everybody has their own prod- 
uct. Then we have the type of customer whose gasoline we make and 
ship down the line for him. I can think of three major oil companies 
that were making gasoline down there, and there is a difference in the 
specifications they ask for, and we actually make them different. 
Sometimes to do that is a difficult thing. We get too many shipments 
sometimes going down the line which makes a difficult operating prob- 
lem. We solve that by, at North Platte, having one tank of very high, 
100 octane, material, and for the other super specifications we wouldn’t 
sell— we would have to get a lot more money for it if we tried to sell 
it direct to the public, but we keep it there for blending purposes so we 
can meet whichever specification it happens to be. 

I don’t say everybody does that, and the thing you are talking about, 
where that isn’t done, where there is a legitimate claim for your adver- 
tising material, there probably should be something done about it. I 
don’t know what. 

Mr. Roosreve.t. Do you think it would be possible for the Bureau 
of Mines or somebody of that kind to set up a series of standards by 
which a disclosure law could be effectively 

Mr. Roxrrneav. I suppose it could be done. That is something I 
would like to think about a little bit. That is a pretty complicated 
problem. 

Mr. Rooseveitt. We would very much appreciate it if you give it 


some thought and communicate with us again or allow us to commu- 
nicate with you. 


Mr. Rosrneav. Yes, sir. 
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Mr. Nets. We would appreciate that. 

Mr. Roosevett. Thank you very much. We appreciate your 
patience and willingness to come before us at this great distance. 

The committee is going to take a 10-minute recess at this time. 

( Recess. ) 

Mr. Roosevett. The committee will please come to order. 

The committee at this time will hear from Mr. Wilmeth, represent- 
ing the Shamrock Oil Co. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Witmertu. I do, sir. 


TESTIMONY OF L. J. WILMETH, SALES MANAGER, SHAMROCK OIL 
& GAS CORP., AMARILLO, TEX. 


Mr. Roosevett. I understand you have a brief statement you would 
like to make before the committee. Would you proceed, sir, in your 
own way ¢ 

Mr. Witmer. Yes. May I comment briefly first, Mr. Chairman 
and gentlemen? In the course of being requested to appear here and 
advised that we would appear today, we had a conference. The con- 
ference was late and short, and then having seen the press of your 
Denver meeting, from that we gathered possibly what we might be 
asked, and then at the conference of the very short duration, we pre- 
pared a statement based on that. 

Before I read this statement, I would like to pay my compliments 
to my competitor who just appeared before you, Mr. Robineau. I 


thought he presented a picture very conclusively and masterfully. 
Mr. Roosrvett. That is very generous of you to your competitor. 
Mr. Witmeru. Sir and gentlemen, there is plenty of business for 

everybody if we go at it correctly and manfully and not vindictively 


and on the basis of personalities. 

The Shamrock Oil & Gas Corp. is a small independent oil and gas 
company. Its principal office is in Amarillo, Tex, Its capital stock is 
widely dispersed. No stockholder owns as much as 0 pesca It is 
an integrated company. It is engaged in producing oil and gas, op- 
erates a natural gasoline plant and a crude oil refinery in the Texas 
Panhandle. These are its only manufacturing plants. The refinery 
runs at varying capacities up to 20,000 barrels of crude per day. Its 
refinery produces motor fuel, kerosene, diesel fuel, aviation gasoline, 
and jet fuel. 

It obtains its crude in the Panhandle of Texas and in western 
Kansas from numerous producers in small amounts from each. The 
crude available is more than the refinery capacity, and it therefore pro- 
rates its pipeline purchases. It produces about one-third and pur- 
chases about two-thirds of its crude requirements. 

Mr. Roosrvettr. Mr. Wilmeth, may I interrupt you there for a sec- 
ond? Who owns the pipeline? 

Mr. Witmetu. Wait just a minute, We own, through a subsidiary 
company, a gathering line and a pipeline. 

Mr. Roosevett. Thank you. 

Mr. Witmern. Both getting crude oil and then gather gas through 
our own gathering lines in the immediate vicinity of our gasoline. 








968 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Shamrock’s principal markets for motor fuel—and_ these are 
principal markets—are the Texas and Oklahoma Panhandles, western 
Kansas, Colorado, and northern New Mexico. 

Beginning January 1948 it has been supplying markets in the 
La Junta area in southeast Colorado through a pipeline from its re- 
finery to La Junta. This pipeline was later extended to Denver, and 
in January 1951 service to the Denver metropolitan area was supplied 
through such transportation. Prior to such time Shamrock supplied 
its market in such areas by transport truck from its refinery and from 
local wholesale purchases from others. 

In the spring of 1951 Shamrock acquired by purchase several service 
stations in the Denver metropolitan area and thereafter supplemented 
these with additional stations. A total of 12 such stations now exist. 
Shamrock has recently sold these stations to another corporation in 
which Shamrock has a minority stock interest and has leased these 
stations back from this corporation. In turn it has subleased these 
stations to various independent dealers except one station which it 
operates as a training station. At the present time Shamrock markets 
gasoline for the Denver metropolitan area to its dealers above men- 
tioned and to two other accounts, It sells its gasoline to dealers at its 
posted tank-wagon price f. 0. b. the service station. These dealers 
retail their gasoline under Shamrock’s brand. It sells gasoline to two 
other accounts f. o. b. its Denver terminal, and these two accounts retail 
the gasoline in Denver as unbranded gasoline. The gasoline is sold 
to these two accounts under fixed term contracts. The prices for gaso- 
line sold to these two accounts are determined on formula based on 
market quotations published by the Wall Street Journal. It may be of 
interest to note that Shamrock formerly sold gasoline to two other 
large unbranded accounts in the Denver metropolitan area but lost 
those two accounts to competitors in March 1954 and March 1956 re- 
spectively and has not been able to regain this business. 

Departing from this statement just a moment, I understand that we 
were mentioned as taking gasoline accounts from another company 
and therefore explain the reason for this. 

Shamrock’s sales of gasoline outside of the Denver metropolitan 
area are made to approximately 85 jobbers, 80 branded dealers who are 
sublessees of Shamrock under arrangements similar to the arrange- 
ments with the 12 dealer stations in Denver, and to 3 consignees in 
Colorado and Nebraska. In Texas it also sells gasoline wholesale to 
4 major oil companies and approximately 55 percent of its gasoline 
marketed is under its own brand. 

Mr. Roosrverr. Mr. Wilmeth, at that point, in Texas the gasoline 
you sell to four major oil companies, each to the specifications given 
you are on a standard specification to all four? 

Mr. Wirmern. Each to the specifications given us by the individual 
companies. In some cases they may be similar or about the same, 
where one would meet the other, but each to their specification. 

Mr. Roosrvetr. Proceed, sir. 

Mr. Wiumern. Shamrock’s pricing policy with respect to its 
branded dealers in the Denver metropolitan area takes into considera 
tion margin protec tion of 5 cents per gallon. 

This is not in the statement, but that means to the retail dealer. 

Returning to the statement: With respect to the two unbranded 
accounts above mentioned which Shamrock serves in the Denver metro- 
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politan area, it may be interesting to note that this sales relationship 
commenced about the year 1942. These two accounts in the beginning 
were handled as one account. They were separated into two accounts 
beginning in January 1949. In the beginning the service was for both 
the LaJunta and Denver areas. The service has continued without 
interruption in the LaJunta area. However, beginning 1951 Sham- 
rock temporarily was displaced as a supplier by the competitor having 
a refinery in the Denver area, In 1954 these accounts advised Sham- 
rock that the quality of product was important for their stations in 
Denver, and they desired to discuss their supply situation. 

Shamrock was also advised that the fixed supply contract that these 
accounts had had come to the end of its primary term. At the request 
of these accounts negotiation then proceeded from January through 
April 195: 5 relative to Shamrock resuming this business. T he delay in 
consummating these negotiations was a ‘jockeyi ing back and forth as 
to the price. A competitive price was finally arr ived at under which 
the parties agreed to resume relations in the Denver area and, begin- 
ning June 1955, Shamrock again had in its fold those customers which 
had been with it, commencing in 1942, which were temporar ily lost in 
the Denver area during the period beginning 1951 because Shamrock 
during the period had failed to meet the competitive price offered by 
the supplier who, during such temporary period, kept this business. 

That is the end of the statement I have put in, sir. 

Mr. Roosrveir. Thank you, Mr. Wilmeth. 

[ think the only questions—because I gather in general you agree 
with the previous witness about most of the questions we put to him 
and his answers—— 

Mr. Witmeru. I certainly do, sir. 

Mr. Roosrveir. We don’t want to spend a lot of time going over the 
same ground. With respect to your own dealers, however, who 
operate under a lease from you or from this subsidiary company, do 
you have a TBA arrangement with them ? 

Mr. Witmeru. We do not have a direct TBA arrangement with any 
dealer or jobber. That is direct between Shamrock and as such. We 
have an arrangement for a TBA line which we encourage them to 
market; namely, the Goodyear. The name is not secret, and what we 
do not buy, we do not sell. 

Mr. Roosevetr. Do you receive a commission ¢ 

Mr. Witmetu. We receive a commission. 

Mr. Roosrverr. You don’t warehouse it; it is bought directly from 
the warehouse or from the jobber of that company. 

Mr. Witmern. Yes. The arrangement is with the company, not 
with us. We do not buy, do not sell, do not warehouse, only assist in 
service and credit through our credit cards, both on 30-day and budget 
accounts up to 6 months. 

Mr. Roosrevett. Do you feel that you are greatly handicapped by not 
actually merchandising the TBA lines yourself ? 

Mr. Witmern. No, sir. 

Mr. Hosmer. Do you get any profit from your commissions on these 
TBA lines? 

Mr. Witmer. We feel that they are profitable to some extent, yes, 
sir; but the greatest profit to us, we think, is intangible because it is 
an extra service to the customers who come into the places of business 
to have their cars serviced. 
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Mr. Rooseverr. But after you have deducted your credit card cost 
and so forth, you still think you make a little profit on these commis- 
sions. 

Mr. Witmern. Yes, sir. 

Mr. Hosmer. That is all. 

Mr. Roosevett. Mr. Brown? 

Mr. Brown. No questions. 

Mr. Roosevett. We thank you very much, sir, for your patience with 
the committee and for coming forward, and you have anticipated ex- 
actly what we wanted, and we appreciate it. 

Mr. Wiumertu. Thank you, sir and gentlemen. 

Mr. Roosevett. The committee will next hear from a group of tank 
wagon wholesalers: Mr. Mayberry of the White Distributing Co., Mr. 
Deese of the Southern Tank Lines, and Mr. Armour of the Armour 
Oil Co. If you gentlemen are present, would you please come for- 
ward? Would you identify yourselves? 

Mr. Armour. Yes. IamQO.B.Armour. Iam president of Armour 
Oil Co. 

Mr. Roosevetr. Mr. Armour, I will swear you first, if I may. 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Armour. I do. 


TESTIMONY OF 0. B. ARMOUR, PRESIDENT OF ARMOUR OIL CO., 
SAN DIEGO, CALIF. 


Mr. Neus. Mr. Chairman, I think I should state for the record 
that both Mr. Deese and Mr. Mayberry of White Distributing Co. 
have advised the committee staff that they would be here this after- 
noon to testify and, on the basis of that, the committee staff did not 
recommend the issuance of any subpenas. However, they are not 
here, and if the committee desires to have their testimony, I will try 
to secure their presence. 

Mr. Roosevett. The chairman will instruct counsel to contact the 
gentlemen mentioned and give to the chairman and the committee 
the reasons for the nonappearance of the gentlemen mentioned not 
later than tomorrow morning, and if the gentlemen are not present 
at that time, they will be subpenaed to appear before the committee. 

Mr. Armour, I think that we wanted to discuss with you your views 
on a number of related things, and I am sure you know what the com- 
mittee has been hearing. Particularly I would like to ask you with 
whom you specifically do business, and I presume it is with a major 
supplier, is that correct ? 

Mr. Armour. We buy from 16 oil companies. 

Mr. Roosevett. Sixteen different oil companies. 

Mr. Armoor. Yes. 

Mr. Roosevett. How many of those are independents and how many 
majors, and what proportion of the total would you say is major 
supplier as against independent supplier ? 

Mr. Armour. Speaking of the present we buy from 2 major oil 
companies and 14 independent oil companies. 

Mr. Roosevett. What is the distribution of the total ? 
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Mr. Armour. By volume we buy about 65 percent from independents 
and 35 percent from majors. 

Mr. Roosevett. Do you market both products under your own 
brand or 

Mr. Armovr. I have no brand. 

Mr. Rooseverr. You have no brand name. Do you resell to un- 
branded dealers? 

Mr. Armoor. Very few. 

Mr. Roosreveu'r. Mostly to what brand dealers ? 

Mr. Armour. Well, we sell principally under the name of Rocket, 
under the name of Rio Grande, which are Richfield Oil Corp. brand 
names. 

Mr. Roosrveir. In other words, you have what amounts to permis- 
sion to sell from Richfield the brand names which they own, is that 
correct, that you have mentioned ? 

Mr. Armour. That is right. We are a contractor distributor of Rio 
Grande and Rocket products in the San Diego area. 

Mr. Roosrveitr. Would it be proper terminology to refer to your 
operation as a wholesale rebrand distribution ? 

Mr. Armour. Well, it is a very small part of our business. Per- 
centagewise it is probably maybe 8 or 10 percent of our total business, 
any rebrand. 

{r. Roosrvett. Well, the rest of the percentage then refers to Rock- 
et and the other Richfield brand. 

Mr. Armour. And other products. You see, gasoline is—— 

Mr. Roosrvett. You sell fuel oil ? 

.Mr. Armour. Well, you see, gasoline is only about 22 percent of 
our total business. 

Mr. Roosevett. The rest of it is made up of what ? 

Mr. Armour. Asphalt, fuel oil, diesel fuel, stove oil, kerosene, clean- 
ing solvent, paint thinners, jet fuel, gasolines. 

Mr. Rooseve.t. Now, confining ourselves for a moment to the 
gasoline end of it, when you sell Rocket gasoline, do you use as a 
selling point that this is a Richfield product? 

Mr. Armour. No, we do not. 

Mr. Roosrvett. You do not; I thought I understood from the gen- 
tleman from Richfield that this was one of the things which you 
did do. 

Mr. Armour. We sell Richfield motor oil only in Rocket service 
stations, and we assume that the public will assume that it is Richfield 
gasoline by having their motor oil there. 

Mr. Roosevett. Can you tell me 

Mr. Armour. Weare a distributor of Richfield branded motor oil. 

Mr. Roosevett. Can you tell me from your knowledge what is the 
difference between Rocket gasoline that you sell and the Richfield 
brands that are sold at the Richfield pump that may be down the 
street from your station ? 

Mr. Armour. I don’t know whether it is the same or not. I assume 
it is the same, but I don’t know that. 

Mr. Roosrvetr. You have never made any investigation to find 
out whether it had any relationship at all. 

Mr. Armour. No, sir. 

Mr. Roosrvett. The testimony from the Richfield gentleman was 
that it was the same. 
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Mr. Armour. I say that I don’t know, that I assume it is. 

Mr. Roosrverr. How much differential is there in price between 
comparable grade of gasoline that you sell and the Richfield products ? 

Mr. Armour. You mean retail business ? 

Mr. Roosevetr. Retail. 

_ Mr. Armour. Well, in, I think, 50 or 60 percent of the Rocket sta- 
tions in San Diego our retailing selling price is identical to the majors. 
The balance will be a maximum of 2 cents below the major selling price 
and some at 1 cent below the major selling price. 

Mr. Roosrvetr. What is the reason for the difference? 

Mr. Armour. You mean our difference ? 

Mr. Roosrvert. Why in some cases do you have a 2-cent differential 
and in other cases none ? 

Mr. Armour. Well, for instance in the La Jolla, Pacific Beach, 
Mission Beach, Point Loma areas, we can sell our gasolines at the 
same price as the majors and doa good volume. When we are in other 
localities, such as Market Street, which seems to be more a price street 
we have to be a penny or two below the majors to keep a volume. 

Mr. Nextis. Isn’t that because the public dosen’t know that Rocket 
is the same as Richfield ¢ 

Mr. Armour. I don’t know. 

Mr. Neuts. I mean, your service stations in San Diego certainly 
provide the same service to the customers in both the Richfield stations 
and in the Market Street stations, and yet the other day when I talked 
to you, you told me that on Market Street Rocket sells for 26.9 and 
Richfield sells for 28.9, the regular. 

Mr. Armour. That’s right. 

Mr. Newiis. And the super or the premium gas, 29.9 and 31.9 on 
the Richfield. 

Mr. Armovr. I think that’s right. 

Mr. Netuts. My question then is, do you think that if the public knew 
that the gasoline was the same, and they were receiving the same 
services from both retail lessees that they would pay this premium ? 

Mr. Armour. Well, we don’t give the same services. We operate 
only serve-yourself stations. We do not honor any credit cards, so 
we don’t give the same service as the major station. 

Mr. Roosrvetr. This is equally true in the La Jolla and other areas, 
where you sell ? 

Mr. Armour. Yes, sir. 

Mr. Roosrevert. As « matter of fact, you give none of the services and 
are able to get the same price. 

Mr. Armour. Right. : 

Mr. Roosevetr. How do you explain that ? 

Mr. Armour. I can’t explain it other than we feel in the various 
areas we get the highest price we can get. On occasion we are a penny 
above the majors. I think right now in Lemon Grove we are a cent 
above the majors. 

Mr. Newuts. How long has that been in existence 4 

Mr. Armour. I think, the Lemon Grove area, since last July. _ 

Mr. Neuus. Are these stations on Market Street the Armour stations 
you refer to? 

Mr. Armour. Rocket. : 

Mr. Neus. They are subsidiary to your company, aren’t they ? 
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Mr. Armour. No, they belong to me, personally. 
Mr. Roosrvetr. They belong to you, personally ? 

Mr. Armour. Yes. ; 

_Mr. Roosrverr. There are a string of 10, I think you said, is that 
right ? : 

Mr. Armour. That’s correct. 

Mr. Rooseverr. They are all serve-yourself ? 

Mr. Armour. Yes, sir. 

Mr. Roosrverr. Do you sell any rebrand gas to Fed-Mart ? 

Mr. Armour. Yes, sir. 

Mr. Roosrevetr. What kind of an operation do they have ? 

_Mr. Armour. Well, what do you mean by “what kind of an opera- 
tion” ¢ 

Mr. Rooseverr. What kind of service stations do they have? 

Mr. Armovr. It is a self-serve service station. It sells to Federal, 
State, county, and city employees only. 

Mr. Roosevetr. You sell them what brand, the Rocket ? 

Mr. Armour. No, sir. 

Mr, Roosevert. What brand do you sell them? 

Mr. Armour. We sell them Fed-Mart gasoline. 

Mr. Rooseveitt. Which is their own brand. 

Mr. Armour. Yes, sir. 

Mr. Roosrvet. Is there any difference between that gasoline and 
the Rocket or the Richfield ? 

Mr. Armour. Well, they aren’t the same gasoline. 

Mr. Roosrverr. Where do you buy the gasoline that you sell the 
Fed-Mart ? 

Mr. Armour. We do not buy it from Richfield Oil Co. Tidewater 
Oil Co. and Wilshire Oil Co, 

Mr. Roosevett. What you buy from Tidewater, is that the same 
brand as Tidewater sells on a regular basis to their own dealers / 

Mr. Armour. I don’t know whether it is or not. 

Mr. Roosrvett. Have you a special specification you give Tide- 
water for Fed-Mart ? 

Mr. Armour. No, sir. 

Mr. Roosrevett. What do you ask for when you buy it? 

Mr. Armour. Ethyl gasoline, and I think they invoice it to us as 
96-octane gasoline. 

Mr. Roosrve.t. Do you know what the octane is of the ethy] gaso- 
line that Tidewater sells as ethyl ? 

Mr. Armour. I assume that it is 96 or over. 

Mr. Roosrvetr. You honestly know it is exactly the same, don’t you ? 

Mr. Armour. No, I don’t know that it is exactly the same. 

Mr. Newuis. How do you sell your product when you don’t know 
what is in it / 

Mr. Armour. Well, when you buy anything from these various com- 
panies, we naturally know that it is good merchandise or we wouldn't 
be buying it there. I would go someplace else and buy it. 

Mr. Rooseveir. You mean you just sell it as good merchandise be- 
cause you know you are getting it from Tidewater, is that correct ? 

Mr. Armour. That is correct. 

Mr. Roosrvertr. Do you tell your customers it is a Tidewater 
product ¢ 
Mr. Armour. No; we do not. 
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Mr. Roosevert. Do you tell them it is your product ? 

Mr. Armour. No. When we buy the gasoline the truck and trailers 
are labeled in the refinery in accordance with the law as to whatever 
the brand name of that product is. 

Mr. Roosevetr. What is the brand name that you 

Mr. Armour. Fed-Mart ethyl! gasoline. 

Mr. Roosevetr. What is the brand name of what you sell Fed-Mart? 

Mr. Armour. When it leaves the refinery it is under that brand 
name labeled as such. 

Mr. Roosrvett. As what, Fed-Mart ? 

Mr. Armour. Fed-Mart ethyl gasoline, which is in accordance with 
the laws of the State of California. 

Mr. Roosevetr. I see. In other words the refiner makes it for you 
as Fed-Mart gasoline, is that correct ? 

Mr. Armovr. That is correct. 

Mr. Roosrvett. But you do not give them any specifications on it. 

Mr. Armour. No, sir. é 

Mr. Newus. May I ask another question on that ? 

Why doesn’t Fed-Mart go directly to Tidewater and buy it right 
there ? 

Mr. Armoor. I don’t know that. 

Mr, Neus. Whose truck is it that gets the Fed-Mart branded gaso- 
line, is it yours or 

Mr. Armour. Armour Oil Co. truck. 

Mr. Neus. Is there a difference in price between the Fed-Mart 
ethyl and the regular ethy! sold at other stations? 

Mr. Armour. The price of ethyl is Fed-Mart as of now is 28.9 cents. 
There are three independent stations in the same area. One of them, 
Huddleston Oil Co., one Keller’s, and I think two Sunset Eagle sta- 
tions, sell at exactly the same price. 

Mr. Nexus. But there is a Tidewater price, a Flying A station that 
sells the same thing at 30.9, isn’t that right? 

Mr. Armour. | think that is correct. 

Mr. Brunn. Mr. Nellis, could I interrupt? 

Mr. Roosevett. I am awfully sorry. We will be glad to hear from 

ou 
t Mr. Brunn. Lamsorry. I want to clear up a point. 

Mr. Roosevetr. I will be glad to hear from you in a minute. 

Mr. Nexus. I want to see if these prices are correct. There is a 
Tidewater station in that area selling at 30.9. 

Mr. Armoor. I think that is right. 

Mr. Nexus. In Salinas, Calif. you sell another serve-yourself opera- 
tion called Wagon Wheel, isn’t that right ? 

Mr. Armoor. Yes, sir. 

Mr. Netuts. You also sell them the Tidewater gasoline that you buy. 

Mr. Armoor. Regular grade and ethyl, right. 

Mr. Netuis. Is the price there or at the GEE stations in Sacramento 
different from the price of the Tidewater stations in those areas ¢ 

Mr. Armour. I don’t know the selling price of the Wagon Whee! 
service station. I have never been there. 

Mr. Nexus. Let me ask you this then, does your price to Wagon 
Wheel or GEE—is that correct, GEE? 

Mr. Armour. That’s correct. 
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Mr. Ne uis. Distributors in Sacremento—is your price to them 
lower than the price at which you sell to the Rocket stations, the Rich- 
field gasoline and Richfield motor oil that you 

Mr. Armcor. It is sold at exactly the same price. 

Mr. Netuis. Sold at exactly the same price. 

Mr. Armour. Any gasoline we sell for resale by truck and trailer 
we sell at exactly the same price. 

Mr. Neus. Are you informed about testimony here yesterday con- 
cerning Richfield motor oil that was found inthe Fed-Mart at a price 
at retail below what the lessees had to pay for it at wholesale? ere 
you informed about that? 

Mr. Armoor. I understand that there was some such testimony. I 
don’t know in detail. 

Mr. Netuis Do you have any information to give to the committee 
with respect to how that came about? 

Mr. Armour. How what came about ? 

Mr. Netuis. How it came about that your oil that you sold to Fed- 
Mart, you said you sold 

Mr. Armour. Yes; I sell it. 

Mr. Neuuts. Got there at a price at retail, $6.29, I believe, which is 
below the wholesale cost of the Richfield lessee dealer in that area? 

Mr. Armovr. I think the Richfield lessee dealer could buy it for a 
lower price than that if he were to buy it in quantity. I think he only 
buys three or four cases at a time, and I think in Richfield’s price book 
they have quantity discounts on motor oils. 

Mr. Nexis Your answer is the price differential is based on a quan- 
tity discount. 

Mr. Armour. Yes. 

Mr. Netuts. You sold it. 

Mr. Armour. Certainly. 

Mr. Hosmer. You know what the price was you sold it to them, to 
Fed-Mart? 

Mr. Armovr. I don’t know exactly. 

Mr. Hosmer. I mean, what Fed-Mart gave you—— 

Mr. Armovr. I think it sold at 10 percent off of the so-called posted 
tank-wagon price, which I think 

Mr. Hosmer. That was because of the volume ? 

Mr. Armour. That’s right. 

Mr. Hosmer. A Richfield dealer would be entitled to that same 
discount if he purchased under that same 

Mr. Armour. I think any commercial consumer or reseller buys oil 
at a discount when he buys in quantity. 

Mr. Hosmer. That is all. 

Mr. Neus. I have forgotten whether this question was asked, and 
if it was, I assume I will be stopped. You do buy directly from majors 
such as Union Oil, Richfield, and Tidewater ? 

Mr. Armoour. Yes. 

Mr. Nexus. And you also buy indirectly from major sources, isn’t 
that right ¢ 

Mr. Armour. Well, we buy indirectly from major and independent 
sources, that’s correct. 

Mr. Netuts. I think the committee would be interested in knowing 
how that is accomplished. Do you buy through some kind of an agent 
who tells you to pick up at a given refinery, a given major refinery ? 
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Mr. Armour. Well, ordinarily this takes place when we have large 
Government contracts. We accumulate products to bid to the Gov- 
ernment prior to sending our bid in, and 1 contact everyone that I feel 
will have particular merchandise on hand for the next 6 months or a 
a and get commitments on so many gallons of various products to 

id to the United States Government. 

Mr. Newiis. And these commitments, if I understand it correctly, 
come from companies that are jobbers or distributors or representa- 
tives of major oil companies like Standard Oil of California, is that 
right? 

Mr. Armour. Right. 

Mr. Roosevetr. Mr. Armour, at this point may I ask you, are you 
ever contacted by them instead of —— 

Mr. Armour. Oh, yes. 

Mr. Roosevetr. In other words, there are times when they contact 
you. 

Mr. Armour. Quite often. 

Mr. Roosrvetr. Are these also jobbers or representatives of the 
companies ? 

Mr. Armour. Yes. 

Mr. Roosevert. Asking you to buy in excess of the normal needs that 
you buy from these companies. 

Mr. Armour. Yes, sir. 

Mr. Netuts. Do they offer this merchandise to you at a discount? 

Mr. Armour. Well, Government specification products actually 
don’t have a posted price, so I don’t know—I don’t know how you 
could call ita discount. Discount from what ? 

Mr. Netuts. I don’t think you understood my question. I was ask- 
ing about your purchases. 

Mr. Armour. Yes. 

Mr. Newuis. Are these purchases offered—or rather, are these prod- 
ucts offered to you at a discount from the regular posted wholesale 
price or the regular tank-wagon price? Do you buy it cheaper than 
other wholesalers or distr ibutor s could buy it? 

Mr. Armour. Well, there are very few products that we bid to the 
Government that are commercial grade products. They are Govern- 
ment specification products which are products that aren’t used com- 
mercially ordinarily. 

Mr. Netuts. I see. So you answer is that you do buy it at a lower 
price, but the specifications of your customer are of a lower 

Mr. Armour. That’s correct. 

Mr. Newuis. Level than the specification for regular commercial 
trade ? 

Mr. Armour. That’s correct. 

Mr. Nexus. Is that right? 

Mr. Armour. Yes. 

Mr. Nets. So there is a discount in that regard ? 

Mr. Armour. In that regard. 

Mr. Nexus. Now, do you ever buy the regular product of the majors 
that would not go to the Government? Let’s say it might go to a 
commercial account at a discount. 

Mr. Armour. Well, we buy at the price on our contract—for in- 
stance, our line of products from Richfield Oil Corp., we buy each 
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one of them at so much off the posted tank-wagon price at time and 
place of delivery. 

Mr. Hosmer. That is as a distributor. 

Mr. Armour. Yes. That is our business. 

Mr. Roosrvetr. Mr. Armour, do you ever sell to any major- 
branded retailer ¢ 

Mr. Armour. No, sir. 

Mr. Rooseve.tr. Never? 

Mr. Armour. Never. 

Mr. RoosEveur. Mr. Brown ? 

Mr. Brown. Mr. Armour, do you do extensive advertising of any 
particular retail brand name? 

Mr. Armour. We dono advertising of any kind. 

Mr. Brown. No advertising of any kind? 

Mr. Armour. That’s correct. 

Mr. Brown. Do you use any gimmicks such as stamps or—— 

Mr. Armour. No, sir. 

Mr. Brown. No glassware or dishes? 

Mr. Armour. Nothing. 

Mr. Brown. In the instance where you are getting 1 cent a gallon 
more than a major, do you have an outstanding location ? 

Mr. Armour. Well, we think it is very good. 

Mr. Brown. Do you feel that location is a big factor in the sale of 
gasoline ? 

Mr. Armour. I think so. I think it has considerable to do with the 
sale of gasoline. 

Mr. Brown. Do you feel it is more important than the product ac- 
ceptance? Obviously you do or you would spend some money in 
advertising. 

Mr. Armovr. I think location has more to do with it. 

Mr. Brown. And obviously you don’t feel that price is as big a de- 
termining factor as location because you got prices that vary all over 
the board. 

Mr. Armour. That’s right. 

Mr. Brown. Thank you. 

Mr. Roosrvetr. Mr. Nellis, any further questions / 

Mr. Nets. No, sir. 

Mr. Roosrverr. Just one more question, Mr. Armour. Who does do 
the advertising for Rocket? Does Richfield do it? 

Mr. Armour. There is no advertising for Rocket. 

Mr. Roosevetr. There is no advertising at all. 

Mr. Armour. None whatsoever. 

Mr. Roosrvetr. And so even though there is no advertising done on 
it, and you give no service, you are still able to get the same price. 

Mr. Armour. Yes, sir. 

Mr. Roosevetr. This is rather astonishing because we have been told 
about the importance of the brand name up till this point, and all of 
a sudden we find that you can compete without any advertising, with- 
out any of the servic es, and come out on the same satisfactor y level. 

Mr. Armour. That is right. 

Mr. Hosmer. Do you have a reputation for selling good gas? 

Mr. Armour. I think we have. 
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Mr. Hosmer. At the same time you don’t exactly know what the 
specifications of your product are that you do sell, do you? 

Mr. Armour. I never pay any particular attention to the specifica- 
tions of the products. We buy products from refiners that we know 
make good merchandise, and we don’t have to question whether they 
make good merchandise or not, and we feel that it would be comparable 
to any merchandise available on the market. 

Mr. Hosmer. Do you figure that the main thing that causes you to 
sell gasoline is the fact that you have an operation that puts it out 
a little cheaper in some cases, or in other cases has an excellent loca- 
tion, is that right ? 

Mr. Armour. Our stations are quite large, and we feel they are on 
strategic corners where we get the traffic and therefore can get the 
price for the gasolines. I think you can find out from price surv 7 
that our prices are always up above other independents and usually 
one-half of our stations will be at major prices. 

Mr. Hosmer. Then the fellow that only buys gasoline at the lowest 
price he could get isn’t going to come into your station. 

Mr. Armour. No; he is not. 

Mr. Hosmer. The fellow that is only going to buy brand name gaso- 
line isn’t going to come into your station. 

Mr. Armour. That’s right. 

Mr. Hosmer. Will you define for use another group of people that 
will come in? From your own statement, do you sell it under 
Rocket or—— 

Mr. Armour. Rocket. Of course we think that we have made the 
name Rocket popular in San Diego because we have put it on quite 
a few service stations, very large signs, and they are well located 
where I think that everybody that lives in San Diego is well familiar 
with the name of Rocket. 

Mr. Hosmer. Well, Rocket then is assuming a brand definition in 
San Diego. 

Mr. Armovr. I think so. 

Mr. Hosmer. It wasn’t entirely correct what you answered to me 
about the importance of a bre and name in connection with your—— 

Mr. Armour. Well, when you said “brand name,” I thought you 
meant Chevron or Shell or one of those major names. 

Mr. Hosmer. Thank you. 

Mr. Roosrvert. Mr. Brown? 

Mr. Brown. Mr. Armour, from what you just said, if a filling sta- 
tion two or three blocks from one of your big super stations were 
to change his price on a given day, it wouldn’t concern you too much, 
would it? 

Mr. Armour. Well, we watch the gallonage every day by telephone 
in every service station, and when anything like that happens, if our 
gallonage starts dropping too much, then we will drop the price, 
maybe not all the way down, We will feel it down until we don’t 
lose the business. 

Mr. Brown. I guess I misunderstood then. You said that location 
was so important that price was of minor importance. 

Mr. Armour. Yes; and there are some areas in our county where 
price doesn’t seem to mean very much to the buying public. There 
are other areas where the people are more price conscious. 
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Mr. Brown. Where there is a nationally known brand name in- 
volved and a lot of transient traffic, price isn’t too important an item 
or shouldn’t be to a brand name where they are dealing in clean rest- 
rooms and credit cards, would you say ? 

Mr. Armoor. That’s right. I think the transient who ordinarily 
uses these credit cards goes to one of the major oil company service 
stations. I do. 

Mr. Brown. I would be interested in your opinion of why it seems 
so necessary then for these major oil companies to protect their dealers 
up to 5 or 6 cents and then move in and get rather panicky at times, 
you know, in these price troubles and start dropping the price. Do 
you think it is as essential as it seems to be customarily 

Mr. Armour. Well, of course I am a little partial on the subject. 
During these price wars when these subsidies take place in a major 
oil company leased service station, we get no subsidy. We have to 
do it on our own, so I don’t feel that a lessee in a major service station 
is entitled to a subsidy if I am not entitled to a subsidy. 

Mr. Brown. You hav weathered some price wars, I take it. 

Mr. Armour. Yes. 

Mr. Brown. And do you feel that the subsidy, so to speak, tends 
to prolong the price war, or do you think it would stop a little more 
abruptly if a dealer had to pay it out of his own pocket ? 

Mr. Armour. Well, I think there are very few of them that wouldn’t 
raise their prices tomorrow morning if the subsidy was eliminated. 

Mr. Brown. That is all. 

Mr. Roosrevett. Thank you, Mr. Armour. You have been very 
helpful to the committee. We appreciate your appearing. 

Mr. Brunn, did you want to come forward at this time? We will 
consider you sworn from last time. 





TESTIMONY OF WALTER BRUNN, DIVISION MARKETING MANAGER, 
TIDEWATER OIL CO. 


Mr. Bruny. First could I beg your pardon, Mr. Chairman, for 
interrupting you. I am not used to the proceedings in these. I just 
wanted to help out the committee and Mr. Armour on the matter of 
the specifications of the gasoline which we sold to him, and for the 
record the gasoline that we sell him in all northern California points 
at our Avon refinery is our regular gasoline that we sell under our 
brands. That which he buys in southern California, the regular grade 
is our regular grade, but the premium is not. The premium is not 
the same grade which we sell to our own Flying A dealers here in 
southern California. 

Mr. Roosevett. Is it lower? 

Mr. Brunn. Lower. It is lower. The difference is simply this: 
we have no major refinery in southern California, and in order to make 
our premium gasoline here, we ship by tank ship from San Francisco 
Bay certain ingredients that are placed in our southern California 
premium gasoline. The gasoline that Mr. Armour buys does not have 
those ingredients. That is the exact statement of the case. 

Mr. Roosevett. Thank you, sir. 

The committee will now hear from the automotive equipment manu- 
facturers representatives, Mr. Hogan of the Alemite Co., Mr. Haber] 
of the Aro Equipment Co., Mr. Meikle of the Lincoln Engineering 
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Co., Mr. Iverson of the Huddleston Equipment Co., and Mr. Wies- 
lander of the Shields, Harper Co. We will be glad to hear him but I 
understand he is not present. So Mr. Iverson, Mr. Haberl, Mr. Hogan, 
Mr. Meikle, will you come forward ? 

If I may swear you all in together, would you raise your right 
hands, please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Hapert. I do. 

Mr. Hupperston. I do. 

Mr. Hogan. I do. 

Mr. Merxet. I do. 


TESTIMONY OF A. F. HABERL, ARO EQUIPMENT CO.; GEORGE A. 
HUDDLESTON, HUDDLESTON EQUIPMENT C0.; GRANT D. HOGAN, 
ALEMITE C0.; AND LARRY L. MEIKEL, LINCOLN ENGINEERING 
CO. 


Mr. Roosevetr. Gentlemen, we appreciate very much your presence 
before the committee, and perhaps either one of you would like to 
proceed and give us in general the picture or otherwise the committee 
will be glad ‘to go into a series of questions. If any of you have a 
preliminary statement, however, we would be glad to have you make 
it. You prefer then that we—— 

Mr. Hapert. We don’t havea statement. 

Mr. Rooseverr. Then, Mr. Nellis, would you proceed with the ques- 
tions. 

First, will you identify yourselves, beginning on my left? 

Mr. Hazert. A. F. Haberl. 

Mr. Hupptesron. George A. Huddleston, Huddleston Equipment 
Co. 

Mr. Hoean. Grant D. Hogan, Alemite Co. 

Mr. Merxet. Larry L. Meikel, Lincoln Engineering Co. 

Mr. Nexus. I will address my questions to all of you, and then if 
there is a disagreement, perhaps the one who disagrees can speak up. 
You all are factory representatives of organizations which produce 
automotive equipment, is that right? Your customers, as I under- 
stand it, are independent jobbers ‘who resell your products to service 
station operators and to car dealers and so forth, is that correct ? 

Mr. Haperw. Yes. 

Mr. Hoean. Yes. 

Mr. MerKe.. Yes. 

Mr. Netuts. Do I understand that you are here for the purpose of 
discussing the difficulties you have in selling your customers by reason 
of a certain discount structure in your industry ? Is that right? 

Mr. Hapert. Would you mind stating that again ? 

Mr. Nexuis. I will state it another way. Have you had any com- 
plaints from your customers about the distribution of automotive 
equipment th: at you represent ? 

Mr. Hocan. I think we are here in response to a summons rather 
than for that reason. 

Mr. Netuis. Iam sorry, I didn’t hear you. 
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Mr. Hogan. I said we are here in response to a summons rather 
than—our presence is here because of a summons. 

Mr. Nets. You are here because you presented to the staff certain 
complaints concerning the discount structure in your industry, isn’t 
that right? And each of you asked that subpenas be served so that 
your testimony could be received. 

Mr. Haseru. I don’t understand. Will you answer? 

Mr. Haperu. Well, you say—would you mind stating that again? 
You say that we made a complaint or what ? 

Mr. Roosrverr. Will the reporter read the question ? 

(The question was read. ) 

Mr. Hanern. That is correct. We have had complaints from the 
customers in the industry as to our discount structure. 

Mr. Net1is. What are the substances of those complaints, and please 
tell the committee what your discount structure is? 

Mr. Hasert. Our discount—should I be the spokesman for this and 
these other men—— 

Mr, Netuis. You speak up, and the other witnesses can either agree 
or disagree. 

Mr. Hasert. All right. The structure in our industry is that our 
factories set our price, ‘the user price, or the list price of our equipment. 
The discount structure to the wholesalers that sell it or the jobbers is 
30 percent. The discount to the major oil companies is also 30 percent, 
and the complaints that we have had is from the jobbers that the oil 
companies getting the same discount as they do give them unfair com- 
petition in the sale of the equipment. 

Mr. Neuuis. Do I understand then that what you are saying is that 
the major oil company passes the equipment discount down to its deal- 
er, is that right ? 

Mr. Hapert. In some instances they pass their discount—in some in- 
stances they pass part of it, and in some instances they have tie-in sales 
with their pertoleum products and the equipment. 

Mr. Netuis. Now let us be specific. 

Mr. Haperu. All right. 

Mr. Newuts. Can you give the committee any specific instances of 
both these statements you have made? 

Mr. Hapert. All right. The statement can be done in this way: 
with the automotive car dealers they use lubricating equipment in their 
business, and they also sell petroleum products. ‘In order to get the 
business on their petroleum products, the major oil companies solicit 
their business through what they have as car dealer salesmen. Their 

car dealer salesmen approach the dealer on the proposition of them 
handling their petroleum products on a contractual proposition, and 
the equipment, they will equip the station with equipment, and they sell 
that to him on a contract basis so that over a period of time he gets the 
equipment. 

Mr. Nexuts. I understand. 

Now, do you have any specific examples of that? You said the 
major oil company will, but do you have a specific example of where 
that occurs? 

Mr. Hazert. You mean of a certain dealer? It is occurring all the 
time. 

Mr. Neus. No. I would like to know if you know of a specific ex- 
ample. Now, has it occurred to you? 
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Mr. Haseru. I am not selling this merchandise in competition in 
that particular way. It hasn’t occurred to me because I don’t sell the 
car dealers. 

Mr. Hosmer. Which one of these gentlemen does? Any of them? 

Mr. Merxte. Sell to whom?’ To the oil companies? 

Mr. Hosmer. No, sell to the service station. 

Mr. Haperu. To the car dealer. 

Mr. Hosmer. You are talking about car dealer. Anybody sell any- 
thing to a car dealer? 

Mr. Merkxe. I think we all sell merchandise to car dealers. 

Mr. Hosmer. Have you ever had any instance in which a sale on 
your part to a car dealer was thwarted by this competition of a major 
oil company ? 

Mr. Merkte. Well, we sell to the major oil companies as well as our 
wholesalers at the same price. 

Mr. Hosmer. All right. That leaves you out. How about you? 

Mr. Hocan. I am in the very same position. 

Mr. Hosmer. How about you, sir? 

Mr. Hupovieston. We sell retail and wholesale. We market to 
wholesalers and also direct in this market. 

Mr. Hosmer. In other words, you will do some wholesaling to a 

Mr. Huppreston. Outside the metropolitan areas. 

Mr. Hosmer. Major oil company ? 

Mr. Huppteston. That is correct. 

Mr. Hosmer. That is all. 

Mr. Merkir. Maybe you misunderstood me. I said we sold whole- 
sale to our jobbers and the major oil companies at the same price. 

Mr. Necus. Mr. Haberl, did you come to my office this past week 
and read me a statement that you were preparing for this committee? 

Mr. Haserw. Yes. 

Mr. Netuis. Where is that statement? Do you have it? 

Mr. Hasert. No. It is in my office. 

Mr. Netuis. What made you decide not to read it, if that is the case / 

Mr. Haszert. For the reason that the committee, or our group, felt 
that we should not present you with a statement, that if you had any 
questions about our business, you would ask it, and we, being sub- 
penaed and under oath, would answer it. 

Mr. Nexus. Well, did you gentlemen come to my office the week be- 
fore and tell me that you had specific instances wherein this unfair 
discount, as you term it, was being used to cut off your customers in 
such a way that you couldn’t compete? Did you or didn’t you? 

Mr. Merxte. I have never been in your office. 

Mr. Netuis. Did you come, Mr. Haber]? 

Mr. Haperu. Yes. 

Mr. Neus. Were you there, sir/ 

Mr. Hocan. Yes, I was. 

Mr. Netuts. I don’t believe these two gentlemen were there, but you 
were representing a group, and I think you stated that to me. 

Mr. Hasert. That’s right. 

Mr. Neus. What caused you to change your mind about presenting 
that evidence which you said you had ? 

Mr. Haseru. Here is what changed—nothing has changed my mind 
except I do not have specific instances where I was on a sale to a car 
dealer and lost the deal or was there with one of the automotive jobbers 
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who lost the sale because a major oil company stepped into the picture. 

I was not personally on that deal. I was not personally on any of those 
deals. That is why I cannot give you specific deals as it was this dealer 
and at that particular time. You have to get that from the automotive 
jobber. They are the ones that were heard in that particular instance, 
and I don’t sell at that level. 

Mr. Roosevert. You have just finished, however, telling us, that 
you have had complaints. 

Mr. Hasert. That’s right. 

Mr. Roosrvettr. From whom have you had the complaints ? 

Mr. Hapert. From our jobbers. 

Mr. Roosevett. Name them. 

Mr. Hapert. Name the jobbers? 

Mr. Roosrvett. Yes. 

Mr. Hapsert. The Howard Supply Co. 

Mr. Rooseverr. All right. \ Mat specific complaint did you have 
from the Howard Supply Co. ? 

Mr. Hapnert. Well, at the moment I can’t answer that. I don’t know 
of a specific complaint that was—this has been going on and going on 
for some time. I can’t give you a specific case of where they complained 
or what they complained about. I am sure they could, but I can’t. 

Mr. Hosmer. Tell me this, is this in the nature of the complaints 
that go on day after day, just as a general business complaint, or is it 
some big violent kind of a wrongful conspiracy or something else that 
this committee could be of some assistance in solving the problem? Is 
it commercial or is it a governmental problem ? 

Mr. Hapert. Actually I think it is an industry problem. 

Mr. Hosmer. Any laws, anything that will do to help you out and 
solve it? Or has it just got to be solved by yourselves ? 

Mr. Hanert. I think the difficulty is this: that the automotive job- 
ber who sells this equipment to the dealers, service station dealers, and 
car dealers, has been put on the side lines in many instances, a great 
many instances, because the oil companies step in and sell that merchan- 
dise with a tie-in sale of their products. 

Mr. Roosevettr. Do you feel that violates the law ? 

Mr. Haperw. Violates what law ? 

Mr. Roosevettr. Any law ? 

Mr. Haperv. Well, I think it injures a small-business man. 

Mr. Hosmer. Answer this question 

Mr. Haseru. Now, as far as violating the law is concerned, I don’t 
know. I couldn’t say whether it violates a law or not. I wouldn’t 
know. 

Mr. Hosmer. Do you feel if there were a law against it, that law 
would operate without creating additional problems that might be of 
equal distress ? 

Mr. Haperu. Yes. 

Mr. Hosmer. You feel a law would do good? 

Mr. Hocan. I don’t agree with that. 

Mr. Hasert. I would say this, that when price maintenance. was 
functioning and operating, this problem was not in the—was very 
small] 

Mr. Hosmer. When you had price control. 
Mr. Hasert. When you had price control. 
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Mr. Hosmer. Would you rather have the problem or price control? 

Mr. Hasert. I would rather have price control. 

Mr. Hosmer. How about you, the next witness? Would you rather 
have the problem or the price control? 

Mr. Huppreston. I am not ready to answer that yet until I inject a 
thought. 

Mr. Hosmer. How about you? 

Mr. Hogan. I would rather preface it, too. 

Mr. Hosmer. How about you? 

Mr. Merxze. I have no comment on that at the present time. 

Mr. Newuis. Mr. Chairman, I think we can wind this up very 
quickly. Will you please state for the record just specifically what the 
discount structure is with respect to jobbers, major oil companies, and 
TBA dealer, and leave it at that? If you will do that, I think the com- 
mittee will try to understand what it is you are testify ing to. 

Mr. Hasert. All right. The discount to the jobbers is 30 percent. 
The discount to the major oil companies is 30 percent. The discount 
to the TBA dealers is 30 percent. 

Mr. Netuts. That 30 percent discount specifically is granted by your 
companies, isn’t that right ? 

Mr. Haseru. That’s right. 

Mr. Neus. So your compl: int is that your companies are giving 
that discount to these particular parties that you have mentioned and 
thereby injuring the customers you might have. Are they independent 
businessmen, your jobber customers ? 

Mr. Haperu. Yes. 

Mr. Nexus. I think that is all, Mr. Chairman. 

Mr. Roosevett. I am not quite straight on this yet. 

Isn’t what you are complaining about and what actually is eliminat- 
ing you that over your head your customer is getting the same discount 
that their direct competitors are getting, including the major oil com- 
panies? 

Mr. Hapert. Yes. 

Mr. Roosrvetr. And so it is eliminating you. 

Mr. Hasert. No. No, it isn’t eliminating me. It isn’t eliminating 
me. It is eliminating the competition—instead of being at the list 
price with the discount to the jobber of 30 percent 

Mr. Roosrvett. Where do you fit into the picture ? 

Mr. Hazert. We sell the jobbers at the 30 percent discount. 

Mr. Roosrvett. You sell the jobber ? 

Mr. Hasert. That’s right. 

Mr. Rooseveit. How do you get paid ? 

Mr. Hapert. I represent the factory. 

Mr. Roosevett. Are you on asalary basis ? 

Mr. Haserw. That’s right. 

Mr. Roosevett. All of you gentlemen are on a salary basis. 

Mr. Hasert. No. 

Mr. Hoean. No. 

Mr. Merxtz. No. 

Mr. Roosevett. How do you get paid ? 

Mr. Huppteston. I function as a factory representative and a dis- 
tributor, and I own my own business. 












Mr. Roosnvett. You own your business ? 
Mr. Huppiesron. Yes. 
Mr. Roosrveitt. Your complaint is not the same as his because he 

isa salaried employee. What is your complaint ? 

Mr. Huppteston. Well, rather than call this a complaint, Mr. Chair- 

man, let us state a fact, that our main problem is that this merchandise 
which we are tr ying to market through a complete system of distribu- 
tion is handled by other people in conjunction with petroleum prod- 
ucts at a lower price or with a lower rate of interest or some edge, 
some differential here, to induce the sale of other goods, namely 
petroleum products. Do you understand my statement ? 

Mr. Roosgverr. Yes. 

Mr. Huppieston. Right. That is the only problem we have. 

Mr. Roosrvett. Have you any suggestion to this committee as to 
how you think this committee could be of help in solving your 
problem ¢ 

Mr. Hupptesron. Yes. If you could divorce the sale of our tools 
and equipment from the sale of petroleum products, we have it all 
answered. 

Mr. Roosrverr. What makes you think that you are entitled to that 
protection against competition ¢ 

Mr. Hupptesron. I don’t think you could do that for one and not 
do it for them all. 

Mr. Roosnveitr. No, I agree, but why should not the oil company 
be in competition with you ¢ 

Mr. Huppieston. Well, that isa good question. [Laughter.] 

Mr. Roosrvert. I would like to get an answer to it. 

Mr. Hogan. Can I answer that question 2 

Mr. Roosrvett. No. I will be glad to give you your turn in a 
minute, but I think this witness is entitled to answer, because he is 
in a different position from you, as I understand. 

Mr. Hocan. Not very much. 

Mr. Hupp.eston. Identically the same. 

Mr. Roosrver. Well, if you would rather he answer the ques- 

tion 

Mr. Huppieston. I would like to hearit. [Laughter. j 

Mr. Hoean. It isn’t very often that one competitor will try to save 
the other, either, believe me, in this business. First let me say that 
this doesn’t always occur, that a good deal of this merchandise is still 
sold at the regular prices, but these cut prices do occur, and to be more 
specific in answering the question you asked as to this discount, the dis- 
count which was afforded the major oil companies many years ago, as 
much as 20 years ago, was at that time a functional discount. They 
used to give our factory six-month and yearly orders and purchase 
that, it was shipped to their warehouses, they took it from their ware- 
houses and installed it, serviced it, and ‘maintained it. For that they 
got the same discount which a wholesaler got. That has changed very 
much in the years, They no longer purchase in quantities. They no 
longer warehouse. They no longer service. They don’t do the func- 
tions for which that discount was originally established, and that 
makes the difference between their position and the wholesaler’s S$ posi- 
tion who still has to perform those functions only to find that for per- 
forming those functions he is outsold in the field. 
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Mr. Roosrvett. But isn’t that something for you to argue out with 
the supplier and not for a committee of the Congress to try to pass a 
law to legislate ? 

Mr. Hoaan. Right. We were only seeking some help if we could 
get it. 

Mr. Roosevert. You mean you would like help whether it is jus- 
tified or not ? 

Mr. Hoean. No, I don’t want anything that 

Mr. Roosrveir. Do you think it is justified for us to come to your 
rescue with a piece of legislation / 

Mr. Hocan. We believe that you are doing all that you possibly 
could for the small-business man, and our wholesalers are almost uni- 
versally what would be classed as small-business men. 

Mr. Roosrvert. Yes, I agree, but we cannot do something which 
would not be right or fair. 

Mr. Hogan. No, and we don’t ask it. 

Mr. Roosrvert. Do you think it would be right or fair for us to 
protect you from the granting of a discount which is really a problem 
that you should work out with the supplier, because he is giving a dis- 
count which perhaps at one time was justified but is not now? Don’t 
you think that is not subject to legislation ? 

Mr. Hogan. Perhaps not. 

Mr. Netuis. May I ask whether you have ever gone to your own 
companies and discussed this problem with them? Have you? 

Mr. Hogan. Yes, sir. 

Mr. Newuts. Well, would one of you like to testify as to what their 
answer is about this discount? Mr. Hogan ? 

Mr. Hocan. Well, I don’t know. I believe it is such an encompass- 
ing thing that I don’t know what they could do about it. I don’t know. 

Mr. Nexus. Have you discussed it with them ? 

Mr. Hogan. Yes, sir. 

Mr. RoosEvett. What reason have they given for continuing it ? 

Mr. Hocan. Because there are still major oil companies still func- 
tioning in that manner, functioning in purchasing and warehousing 
and distributing, and therefore they can’t have two discounts or have 
two classes of trade. They can’t extend this to some and not to others. 

Mr. Roosrveir. Are you satisfied that that is the fact? 

Mr. Hogan. Yes, I know that to be the fact. I understand it to 
be the fact; I don’t know the national picture, but I understand it. 
I have faith in what they tell me. 

Mr. Roosevett. Mr. Brown ? 

Mr. Brown. Is this a fair statement, that what you gentlemen are 
saying is that not only in your particular field but in a lot of other 
different fields these days there is a trend toward just eliminating the 
wholesaler and going directly to the ultimate point of sale, in dry 
goods—— 

Mr. Huppieston. That isn’t the problem here. 

Mr. Hanerv. That isn’t the problem. 

Mr. Huppteston. That isn’t a problem at all. 

Mr. Brown. Well, now, what you are saying is that you can’t compete 
because the majors—you are talking about equipment that they use 
at their stations, are you not ? 

Mr. Huppieston. Oh,no;no. That is a standard discount that has 
been in effect to my own knowledge for more than 25 years. The 
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main reason for this attempt for relief is that our wholesalers, of 
which we have hundreds throughout the State of California, Arizona, 
and so on, in their effort to sell this equipment in their own locale—you 
must understand that when this equipment is sold, it must have serv- 
ice and parts back of it just as an automobile, a truck or a tractor. 

He finds that with a nominal discount of 30 percent, which would 
normally, could he command the regular published price, would give 
him enough to go on and make a living, this 30 percent is quickly 
expended; it dissipates rapidly when an oil company comes along and 
hands the car dealer the equipment at a 70-cent dollar if and when 
the car dealer will agree to use his products exclusively or to a large 
extent for a period of X years, don’t you see? This is a gimmick or 
a premium or call it what you like. 

Mr. Brown. Then are you required to service this equipment that 
they purchase direct ? 

Mr. Huppreston. Well, we service it, naturally. 

Mr. Brown. I believe I am forced to agree with the chairman. I 
recognize the problem, and I think that it is a serious one for a small- 
business man in this field, but it seems that the one remedy might be 
to locate suppliers of merchandise that would give you a better con- 
tract. I realize that is theory, too, but that would be the theoretical 
remedy. 

Mr. Harert. There are 5 or 6 suppliers, and they are all in the 
same—their schedule is the same proposition, the same way. 

Now, our only complaint is the complaint that we are passing on 
for our small customers, these small-business men, who are literally 
being shoved out of the market because they don’t have the discount— 
the discount is used as a tie-in proposition to sell the petroleum prod- 
ucts. 

Mr. Roosrvetr. Let us be honest about it. If they are being shoved 
out, you are being shoved out, too—not you, because you are on a 
salary, excuse me, but these gentlemen are being shoved out. 

Mr. Huppteston. I think, sir, if I may offer a suggestion, the incep- 
tion of this idea was probably created by a clause in the California 
Unfair Trade Practices Act which states that you cannot sell at cost 
or below cost any product to induce or promote the sale of other 
goods. I think there is the meat of the coconut. 

Mr. Roosevett. Are you now saying that you think the oil com- 
panies actually sell this below cost ? 

Mr. Huppteston. Well, I would say in cases that we get from some 
of our wholesalers that these statements are made, they do appar- 
ently—this is hearsay, you understand. 

Mr. Roosrvetr. Well, then, if such conditions exist, the proper 
place for the complaint is not to this committee, but it is to the law- 
enforcing agencies of the State of California, isn’t that correct ? 

I am going to ask one other question. I will ask it, and then I will 
ask each one of you to answer it individually. Since your meeting 
with Mr. Nellis on the 18th of April, have you had any conversations, 
either, one, with your own factory suppliers, or, two, with any repre- 
sentatives of any major oil companies? I will start with you. 

Mr. Hapert. I have not. 

























































































































































288 DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 


Mr. Hosmer. With respect to the subject matter either of your 
testimony or the methods of your businesses that you related to Mr. 
Nellis and the problems connected therewith. 

Mr. Hasert. I have not. 

Mr. Roosevettr. Have you, sir? 

Mr. Huppieston. Question one was my supplier? 

Mr. Roosrvett. Your supplier and second—— 

Mr. Huppteston. Oil company personnel. No. 1, yes. No. 2, no. 

Mr. Roosevett. Have you, sir? 

Mr. Hoean. No, to both. 

Mr. Roosevett. Have you ? 

Mr. Mert. I have talked to my supplier. 

Mr. Rooseveit. Did your supplier indicate in the instance of you 
two gentlemen any objec tions to your appearance ? 

Mr. Merxie. None whatsoever. 

Mr. Huppteston. On my part, none whatever. 

Mr. Roosrverr. Do you have any further questions? 

Mr. Netuts. No, sir. 

Mr. Rooseveir. Well, gentlemen, I think that is as far as we can go 
at this stage, but we will hear now directly from representatives or 
typical members of the jobbers themselves, and we will see what their 
side of the story is. 

Thank you very much. 

The last witnesses this afternoon will be the automotive jobbers, 
Mr. Hamilton, Mr. Morse, and, if Mr. Kennedy is present, the commit- 
tee will be glad to have him come forward, too, at this time. 

Gentlemen, would you identify yourselves in line here for the re- 
porter? Then [ will swear you. 

Mr. Hamitton. James E. Hamilton, executive secretary, Automo- 
tive Jobber Businessmen’s Association. 

Mr. Morsz. Jack W. Morse, Burbank Auto Parts. 

Mr. Kennepy. William T. Kennedy, field secretary of the National 
Standard Parts Association. 

Mr. Rooseverr. Will you raise your right hands, please ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Hamiron. I do. 

Mr. Morse. I do. 

Mr. Kennepy. I do. 

Mr. Newuis. May I ask a question, Mr. Chairman? Is Mr. Duncan 
here, Mr. Kennedy ? 

Mr. Kennepy. Yes. sir. Mr. Don Duncan of Duncan, Hunter. 

Mr. Roosrvett. Mr. Duncan, do you want to come forward, sir! 
May I ask you also to identify yourself? 

Mr. Duncan. Don Duncan. 

Mr. Roosevett. And what is your address and title? 

Mr. Duncan. President of Duncan, Hunter & Co. 

Mr. Roosevett. Would you raise your right hand, please, sir? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Duncan. I do. 
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TESTIMONY OF JAMES E. HAMILTON, EXECUTIVE SECRETARY, 
AUTOMOTIVE JOBBER BUSINESSMEN’S ASSOCIATION; JACK W. 
MORSE, BURBANK AUTO PARTS; WILLIAM T. KENNEDY, FIELD 
SECRETARY, NATIONAL STANDARD PARTS ASSOCIATION; AND 
DON DUNCAN, DUNCAN, HUNTER & CO. 


Mr. Roosrvetr. Gentlemen, you have heard the previous witnesses, 
and the committee is somewhat confused, I think, at this point. We 
would like to be enlightened, and if any of you have a statement that 
you would like to give at this time, the committee will be glad to 
receive it. 

Mr. Hamitron. Mr. Chairman and gentlemen of the committee, 
we had thought to get into this equipment matter a little later in our 
testimony, but in view of the immediately preceding testimony, we 
would like to make a statement in connection with our problem as 
automotive wholesalers of this equipment and the discount structure 
about which you were trying to get information. 

Incidentally, I would like to comment that in earlier testimony Mr. 
Brunn, representing Tidewater, indicated that they buy their equip- 
ment at 15 percent discount, and I think Mr. Brunn has been missing 
the boat because he can buy it at 30 percent discount, just as our 
jobbers can. 

Now, what happens is this: Our jobbers go to the manufacturer, 
represented by these four gentlemen here, and they want to install 
some rather technical and “complicated equipment for one of their 
customers who, we will say, is the lessee of a major station. So, since 
it is a vast technical field, they call upon the manufacturer, and they 
say to him, “Can you have your man come out and go with us and 
help bid on this deal and lay it out and work out the details?” And so 
they do. Then our jobber goes out and makes his bid. 

Now, he can buy this equipment at a 30-percent discount and re- 
sell it. 

Mr. Roosrveutr. When you say “he,” who is this ? 

Mr. Hamimron. The jobber, the automotive wholesaler. Out of 
that 30 percent, of course, must come operating costs, profits, com- 
missions to his own salesmen, and so on. So he gets the deal all 
worked up, and then something happens. He doesn’t make the sale, 
and he finds later that a major “oil company has come along right be- 
hind him and offered the same merchandise from the same » manufac- 
turer, if you please, at a price that in some cases is as low—is at the 
jobber’ s price or just fractionally above it. Now, in the State of 
California there are laws which state that it is illegal to sell a product 
below cost, and for the purpose of determining what is cost—you have 
the original cost—if you add in the cost of ‘the dollar and then the 
cost of doing business, and if the cost of doing business is approxi- 
mately 25 percent of the gross, then the lowest possible resale price 
legal in the State of California is $1.25, but when the oil company 
comes along and passes its discount oh to the ultimate consumer, 
in my opinion, they are breaking the law. They are selling that item 
at less than cost, and even if they are not breaking the law, certainly 
morally they are away off base, because they are using that equip- 

ment to tie in the sale of their Firestone tires, perhaps, whatever they 
may be, their lubrication, their greases, their 101 items they sell. 
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Furthermore, I don’t know whether interest is considered the cost 
of doing business, but certainly it should be. We are going to present 
evidence here in a moment showing that an automobile dealer from 
his oil company bought this equipment with a nominal down pay- 
ment and a long-term balance on a non-interest-bearing note. 

Now, it may be legal to loan money to a businessman for no interest, 
but we maintain that it is suggested force in practice. 

I have no more to say in this connection unless one of the gentle- 
men here would like to comment further, although the balance of our 
testimony I would like to give. 

Mr. Nexus. I was going to ask you, Mr. Hamilton, do you have 
a prepared statement with affidavits and material in this regard, or 
how do you propose to proceed ? 

Mr. Hamittron. Mr. Nellis, the material I presented to the com- 
mittee is pretty much of what we had in mind. We have one affidavit 
there, an affidavit from the salesman of one of our jobbers who 
was unable to sell Fram oil filters to a Texas Co. dealer because of 
pressure put on him by the Texas Co. We have affidavits to support 
that fact. 

Mr. Nexus. Is that the affidavit of Mr. Conel? 

Mr. Hamiuton. Yes. Then there is a letter from his employer, but 
the letter itself possibly is not admissible evidence for our purposes 
here, but we feel that that affidavit, sworn affidavit, is. 

Mr. Netuts. Well, I wish you would explain that to the committee 
so that the committee would know what it was, specifically, that you 
were talking about. 

Mr. Hamitton. Well, in all these proceedings, starting yesterday 
morning, we have heard a lot of testimony—well for example, in the 
case of Union Oil, stated by Mr. Rath, he stated TBA revenues as far 
as Union Oil are concerned represent only 0.2 of 1 percent of that 
company’s annual volume. Well, to Union Oil that is perhaps unim- 
portant or insignificant, but if we knew what Union Oil’s annual 
volume is and took 0.2 of 1 percent of it, I suspect it might be a sizable 
amount of money. 

On the other hand Mr. Miller, speaking for Richfield, I believe 
it was yesterday, stated that in his opinion—as far as the lease station 
operator is concerned, TBA is responsible for at least 30 percent of that 
man’s volume. Therefore, to the individual, to the small-business man 
about whom we are talking in these hearings, TBA is very important. 

Now, oil company testimony has also shown that, as in the case 
of Union, the people who sell TBA to most of these major stations— 
not all but to most of them—do in fact pay a percentage to the majors 
for the privilege of selling to their stations. 

Now, the only testimony we have had up to now before this com- 
mittee in Los Angeles as the reason for these kickbacks has been a 
rather logical comment from most of the representatives that the 
credit card service is available. That is true. Now, they have also 
made a point of the sales aids that the majors giveon TBA. I submit 
personally from my own knowledge in the field that most of the sales 
aids come from the manufacturers of those items rather than from 
the oil companies themselves. In some cases they don’t, but in many 
cases they don’t cost the oil company anything, they come from the 
manufacturer. 
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Now, we believe that this testimony I refer to here, when added to 
our own, will prove the very point we are after, which is this: captive 
markets are virtually guaranteed to the TBA distributors in return 
for his kickback to the major oil company. 

Now, some companies have testified, one at least, that they get no 
such kickbacks and no such commissions. This was the case in Stand- 
ard, no rebate arrangement with any TBA distributors. 


However, other majors testified that they did get these kickbacks.. 


We maintain that these captive markets are perpetuated by the 
well-developed system of coersive selling practices and methods worked 
out my the major oil companies through their field supervisory per- 
sonnel, call them merchandisers or whatever you will. We refer to 
them as supervisors. These methods are effective because they are 
seldom used openly but are practiced and implied by pressures, in- 
sinuations and threats of the loss of the franchises by the filling sta-. 
tion operator. In support of which we submit—may I read paragraph 
preceding ? 

Monopolistic and coercive practices by major oil companies in con- 
nection with the distribution of automotive merchandise through re-. 
tail gasoline stations are widespread. Deleterious to free and open 
markets in which the gasoline retailer should be able to purchase his 
merchandise, supplies and equipment, these practices also inhibit the 
automotive wholesaler’s market to the degree that free competition is 
often removed, and the wholesaler is totally unable to bid for certain 
business from these gasoline retailers. 

We submit herewith exhibit B, as being pertinent to the subject of 
these hearings, a letter dated April 18, 1957, wherein Comber Motor 
Parts, one of our members, 229 North First Street, Burbank, Calif., 
sets forth over the signature of its manager, Mr. Lloyd V. Sprague, the 
circumstances under which the firm was prevented, because of the 
monopolistic practices of the Texas Co., to supply the R & D Ap- 
proved Automotive Service in Burbank, Calif. with Fram oil filter 
cartridges. 

In support of our allegations, and of those contained in Mr. 
Sprague’s letter, we also submit herewith as exhibit A, the affidavit of 
Doit “Dewey” Conel, salesman for Comber Motor Parts, swearing to 
the conditions under which he was prevented from selling Fram 
cartridges to his customer, R & D Approved Automotive Service. 

Exhibits A and B are in support of only one instance of unfair 
practices by a major oil company. The Automotive Jobber Business- 
men’s Association, however, has been serving its members and the in- 
dustry since June 1950 and can report that a great many of its member 
firms and their outside salesmen have frequently registered complaints 
concerning this type of coercion by the several major oil companies. 

Mr. Nexus. May I interrupt you there, Mr. Hamilton? 

Mr. Hamtuton. Yes. 

Mr. Netuts. I want to ask Mr. Morse and Mr. Duncan, who are both 
jobbers, is that correct ? 

Mr. Morse. That’s right. 

Mr. Duncan. Yes. 

Mr. Netuis. You have both furnished me with two documents signed 
by you, which appears to be a questionnaire. One is labeled by Mr. 
Morse. “the attached statements are for the use of the Small Business 
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Committee,” and by Mr. Duncan, “the attached is a list of sales we 
have lost by oil companies selling at or near our cost. The dates and 
discounts are to the best of our knowledge.” 

I think at this point, in order for the committee to understand fully 
what Mr. Hamilton is testifying to, that you gentlemen each should 
explain to the committee what these specific instances consist of. 

Mr. Morse. This one I believe belongs to the gentleman on my left. 

Mr. Neus. All right, I may get you confused. : 

Is that with your permission, Mr. Chairman ? 

Mr. Roosrverr. And that is all right if we may interrupt you for 
a moment? And would you proceed and explain these documents ? 

Mr. Morse. Well, this more or less bears out what Jim is trying to 
explain in his proposal here. We as jobbers will go into—have sales- 
men on the outside, who will go into service stations and to sell the 
merchandise, and TBA items, and in a great many cases our TBA 
items or items that we have that fall into that category are identical in 
brand quality, and price, but a gentleman will say, the service station 
operator I am talking about now, “Well, I would like to buy from you, 
but I just can’t doit. Ihave to buy from XYZ Company.” 

Mr. Roosrve.t. Do you have there a specific instance ? 

Mr. Morse. “Or to name companies.” If you would like me to—— 

Mr. Roosrvett. Yes, for the record, if you would make it specific. 

Mr. Morse. Shall I read the letter as I have written it ? 

Mr. Roosrvetr. I would appreciate it if you would. 

Mr. Morse. It is directed to National Standard Parts Association in 
Chicago, IIl., and the letter says as follows: 

I wish to report an incident relative to coercive action against M. P. McAnulty, 
doing business as Mac’s Richfield Service. Mr. McAnulty has told my salesman, 
Mr. Vernal T. Tschetter, that the Richfield Oil Co.’s representative told him to 
buy his TBA items from Service Station Supply, 4219 Bandini Boulevard in Los 
Angeles. The statement made at the time, I quote, “You will want your lease 
renewed?” Mr. McAnulty has indicated to my salesman, Mr. Tschetter, that the 
Richfield Oil Co. gets a kiekback on the business given Service Station Supply by 
Mac’s Richfield Service, 227 Olive Avenue, Burbank, Calif. 

I make this report to advise you of what is happening too often in our industry. 
The above reported tactics do not allow us the freedom of selling in an open 
market. The items of merchandise we sell are identical in brand, quality, and 
price to the items handled by Service Station Supply Co. 

Mr. Roosevett. Mr. Duncan, I believe vou have—— 

Mr. Duncan. My problem isa little different, although it is basically 
the same. The accounts that I have listed here are car dealers, and it 
is cases where my salesman has gone in and submitted a set of equip- 
ment that he thinks would be appropriate for the car dealer, and the 
car dealer in turn is contacted by a major oil company representative 
who says, “I will get it for you at our cost,” which happens to be the 
same as mine. 

Mr. Roosevett. That has actually occurred to your knowledge? 

Mr. Duncan. Oh, yes. It is common practice. 

Mr. Roosevettr. Will you indicate for the record and for the com- 
mittee specifically in what instances it has occurred in connection with 
the sheet you have in your hand? 

Mr. Duncan. You want me to read each one of these? 

Mr. Roosrvetr. Yes, or else we could submit it for the record. 

Mr. Duncan. Let us submit this. 

Mr. Roosrvett. You submit it for the record at this point ? 


Mr. Duncan. Surely. 
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Mr. Rooseveut. It will be so accepted as an exhibit. 
(The document referred to is as follows :) 


QUESTIONNAIRE 
DUNCAN-HUNTER Co., 
Los Angeles, Calif. 
To: National Standard Parts Association, 8 South Michigan Avenue, Chicago 8, 
Ill. 
Re discriminatory practices of major oil companies. 


GENTLEMEN: Desirous of aiding NSPA in its presentation before the Sub- 
committee No. 5 on Distribution Problems, House Small Business Committee, I 
report the following facts concerning instances of unusual terms, prices, coercion, 
or other methods to prevent us from selling TBA items to gas stations. 

(Please give as much detail as possible—dates, names, places, products in- 
volved, ete. Attach any printed material or invoices available. Use the reverse 
side or more sheets if additional room is necessary.) 

The attached is a list of sales we have lost by oil companies selling at or near 
our cost. The dates and discounts are to the best of our knowledge. 


I will be happy to testify with reference to the above facts. Preference as to 
the place I will testify. 


Name and address Equipment Oil company |Approximate date 


—| 


J. M. Taylor, Oldsmobile, 8534 | 1 Weaver hoist and Lincoln | Pennzoil__..........| September 1956. 
Long Beach Blvd., South lube equipment. Weaver 
Gate, Calif. at 25 percent off, Lincoln at 

at 30 percent off. 

Walker Bros. Nashtown, 3260 | 3 Weaver hoists, purchased at January 1956. 
West Olympic Blvd., Los equipment dealers cost—25 
Angeles, Calif. percent off. 

John Schleifer, 5952 Pacific | 4 Globe hoists—25 percent off_| Quaker State Oil____| June 1956. 
Blvd., Huntington Park, 
Calif. 

Sachs & Sons, 10720 South | 2 Weaver hoists—25 percent off | Standard Oil Co___.| January 1957. 
Downey Ave., Downey, Calif. | (for shop). | 

Nowling Oldsmobile, Inc., 7440 | 2 Easy hoists, 6 Lincoln reels, | Quaker State Oil_...| November 1955. 
East Firestone Blvd., Dow- 1 Curtis air compressor, at 
ney, Calif. equipment dealers cost. 

Pioneer Ford, 18403 South | 1 Globe hoist—25 percent off_-_|_....do__.._.____- July 1956. 
Pioneer, Artesia, Calif. 

1 | 


Mr. Newuts. I think Mr. Morse’s letter should be accepted for that 
purpose. 

Mr. Roosrvett. Yes, we will accept your letter and it will be sub- 
mitted with your material also. 
(The document referred to is as follows :) 








QUESTIONNAIRE 


BursBANK Auto Parts, INC., 
Burbank, Calif. 
To: National Standard Parts Association, 8 South Michigan Avenue, Chicago 3, Ill. 
Re Discriminatory practices of major oil companies. 


GENTLEMEN: Desirous of aiding NSPA in its presentation before the Subcom- 
mittee No. 5 on Distribution Problems, House Small Business Committee, I re- 
port the following facts concerning instances of unusual terms, prices, coercion, 
or other methods to prevent us from selling TBA items to gas stations. 

(Please give as much detail as possible—dates, names, places, products in- 
volved, ete. Attach any printed material or invoices available. Use the re- 
verse side or more sheets if additional room is necessary. ) 

The attached statements are for the use of the Small Business Committee. 

I will be happy to testify with reference to the above facts. Preference as to the 
place I will testify. 
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BURBANK AUTO Parts, INC., 
Burbank, Calif., April 15, 1957. 
NATIONAL STANDARD PARTS ASSOCIATION, 
8 South Michigan Avenue, Chicago, Ill. 

Dear Srrs: I wish to report an incident relative to coercive action against 
M. P. McAnulty d/b/a Mac’s Richfield Service. Mr. McAnulty has told my 
salesman, Mr. Vernal T. Tschetter, that the Richfield Oil Co. representative told 
him to buy his TBA items from Service Station Supply Co., 4291 Bandini Boule- 
vard in Los Angeles. The statement made at the time, I quote “You will want 
your lease renewed?” Mr. McAnulty has indicated to my salesman, Mr. Tschetter, 
that the Richfield Oil Co. gets a kickback on the business given Service Station 
Supply by Mac’s Richfield Service, 272 West Olive Avenue, Burbank, Calif. 

I make this report to advise you of what is happening too often in our industry. 
The above-reported tactics do not allow us the freedom of selling in a open mar- 
ket. The items of marchandise we sell are identical in brand, quality, and price 
to the items handled by Service Station Supply Co. 

Yours truly, 
Jack W. Morse. 


BuRBANK AvTo Parts, INC., 
Burbank, Calif., April 15, 1957. 
NATIONAL STANDARD PARTS ASSOCIATION, 
8 South Michigan Avenue, Chicago, Il. 


I, Vernal T. Tschetter, am a salesman employed by the Burbank Auto Parts, 
Inc., Burbank, Calif., for the past 5 years. 

On or about September 1956, I called on Mr. McAnulty who owns and operates, 
Mac’s Richfield Service, located at 272 West Olive Avenue, Burbank, Calif. 

Mr. McAnulty told me that the Richfield Oil Co. representative told him to buy 
his TBA items from Service Station Supply Co., 4291 Bandini Boulevard, Los 
Angeles, and he was sorry he could not do business with me any more on TBA 
items. 

Mr. McAnulty stated to me that the Richfield representative told him that if 
he did not buy his TBA items from the above company he should do so because 
I quote, “You will want your lease renewed, won’t you?” 

Mr. McAnulty also stated that the Richfield Oil Co. gets a rebate from the 
Service Station Supply Co. on all business from Richfield dealers. 

This practice is common knowledge among the wholesalers’ salesmen in the 
Los Angeles area. 

VERNAL T. TSCHETTER. 

Mr. Roosevett. Do you want to proceed ? 

Mr. Hamitron. Well, in a manner of speaking I think we have made 
our point, although I would like to go—I believe Mr. Nellis—busiest 
roan I have seen in the last 3 days—hasa copy. I believe we submitted 
a copy to him. 

Admissible documentary proof of these practices is difficult to obtain 
for two reasons. First the gasoline retailer who leases his facilities 
from a major oil company, fears possible reprisals by the lessor. That 
such businessmen fear to testify under oath before this subcommittee 
cf the Congress of the United States is the most damaging evidence 
of all that these insidious forces are at work. Secondly, the whole- 
saler who loses business because of these practices is naturally reluctant, 
in most cases, to put his customer in an untenable position by seeking 
legal recourse or even coming before this committee and testifying. 

On Friday, April 19, 1957, I went to the place of business known as 
R & D Approved Automotive Service and there interviewed Robert 
W. and Frank W. Ruff, who, along with their sister Dorothy Ruff, 
are co-owners of the business. In the ensuing discussion, held in the 
presence of Lloyd V. Sprague, Robert and Frank Ruff stated : 
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That their business consists of a Texaco service station and an auto- 
motive repair shop, the former being leased from the Texas Co., the 
latter from a private owner; 

That on January 4, 1955, being then operators of the repair. shop 
only, they did execute a lease under the terms of which they have 
since operated the station as well; 

That on about March 1, 1957, Frank and Robert Ruff were visited 
at the premises by Mr. James Linn (or Lynn), Texas Co. supervisor; 

That on this occasion, they asked the supervisor for a few of the 
services to which, under the terms of their agreement, they were en- 
titled. Specifically, these included periodic washings of the station 
itself; replacement of a broken window; and, installation of a work- 
bench, all at the expense of the Texas Co.; 

That the supervisor, Mr. Linn (or Lynn) told them he “had only 
$500 with which to service 20 stations” and that this sum wouldn’t go 
very far, and that, besides, since the Ruffs were not buying any Texaco 
TBA items from Texas Co., the supervisor was in no position to justi- 
fy any station expenditures to the company; 

That, immediately after this interview they did begin to stock cer- 
tain Texas Co. TBA items, whereupon the washings of the station were 
resumed, the broken window was replaced, and the workbench was in- 
stalled ; 

And finally, that, in their opinion, continued refusal to handle Texas 
Co. TBA items would have left them without the above services, and 
would have been inimical to their interests in the matter of their 
Texas Co. lease, due for renewal in January 1958. 

These statements were reduced to writing in the form of a deposition, 
and the document was studied by the three partners above named. On 
the morning of April 22, 1957, between the hours of 8 and 8:30 a. m., 
Mr. Robert Ruff stated to the undersigned that he had had his part- 
ners go over the deposition and that they had agreed that it was true 
and correct in every detail. He then stated, however, that for obvious 
reasons they were unwilling to sign the deposition for presentation 
to this committee. We thereupon asked them if they would be willing 
to write us a letter containing the identical substance, and were told 
that a conference of the three coowners would be required to approve 
such action. To date no such letter has been forthcoming, nor is any 
expected. 

I am swearing to all this under oath because I know these facts are 
true. But we have been advised that in this form, letters, hearsay, and 
so on, would not ordinarily constitute court evidence. We do strongly 
suggest, however, that this material is of such a nature as to render 
it pertinent to these hearings. 

Mr. Nellis, the only other thing I would like to do is call your atten- 
tion to the letter we refer to as exhibit C in which Mr. J. K. Wilkinson, 
the owner of the Pomona Motor Parts in Pomona says: 

We would like to call your attention to what we believe to be an unfair trade 
practice that occurred in our area. 

Tate Motors, Inc., of Pomona has just completed a new garage building. They 
are Cadillac-Pontiae dealers. 

The following lines of garage equipment were sold at slightly, if any, above 
our cost as distributors to Tate Motors, Inc., by the Pennzoil Co., 942 South 
Hope Street, Los Angeles. This equipment was supplied to Tate Motors, Inc., 
partially for cash and the balance on a note of several years’ duration without 
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interest. The following is a description of the material supplied and the name 
and address of the supplier— 
and then he lists them. 

Mr. Wilkinson closes by saying that: 

It seems to us that a distribution system that allows an oil company in this 
particular case to supply garage equipment as above mentioned as a loss leader 
to insure or aid in securing of the lubricating-oil business requires some cor- 
rective legislation. 

Gentlemen, I submit that is only a letter, and it is only an opinion, 
but I swear it could be verified, and I would like to make this sugges- 
tion. We have no knowledge, of course, of the committee’s plans or 
whether it has funds available or personnel or anything else, but I 
will say this, if this committee wanted to assign an investigator to 
southern California for the next week or 10 days or 2 weeks or a 
month, we could give them literally hundreds of leads on this type of 
thing. 

Mr. Netuts. Now, assuming this all exists, Mr. Hamilton, do you 
or any of the gentlemen before the committee now have any idea with 
respect to what legislative action could correct these things? 

Mr. Hamitron. Our association states in the written part that we 
submit to you that we encourage and urge corrective legislation. We 
do not identify ourselves with any particular legislation now being 
considered by the Congress, nor do we have any to try to start at this 

oint. We believe that corrective legislation is possible. We hope 
it is. We know that this is an injustice that is actually eliminating— 
taking business away from the small-business man. We feel that the 
independent or the gasoline-station retailer should have the same right 
other people have of deciding where he is going to buy the equipment 
and merchandise that he is going to séll. The trouble with our present 
laws in the—we have wonderful laws in California to stop this in a 
minute, but the problem is we have no California Trade Commission. 
I wish we did. In order for one of my jobbers, one of these gas- 
station men, to go into court and prove an injustice and get a favor- 
able decision from a court takes time. You know what the court 
calendars are like. It takes money and they haven’t got it. 

Mr. Roosrvett. Were you here when Mr. Lewis testified for the in- 
dependent refiners he went into court and stopped below-cost selling 
of gasoline supplied by one of their own members? That is under 
the Unfair Practices Act in California. Is there any reason why you 
are prohibited from taking action under the same statute ? 

r. Hamiton. Yes, sir. Our bank account isn’t big enough. 

Mr. Roosevetr. I think that is of interest to the committee. You 
mean it costs a lot of money to bring action? 

Mr. Hamitron. It certainly does. We have a special group called 
the California Trade Commission Exponents, and trade association 
executives like myself all over the State of California are working 
with our people to try to see that California gets a trade commission, 
so that the very excellent laws we now have on the books may be 
enforced by the small-business man who hasn’t the economic ability to 
hire the necessary talent to do it. 

Mr. Roosrvett. In other words, the laws are there, but the where- 
withal 

Mr. Hamiuton. The laws are excellent, but the wherewithal is 
lacking. 
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Mr. Roosrveit. Have you or have you had your counsel make any 
examination as to whether any of these practices may not be violative 
of the Robinson-Patman Act? 

Mr. Haminron. Lately, no. We understand that pomere they do, 
but there again you have the same problem. As to our Federal Trade 
Commission, since I have been representing this association, I have 
never had occasion to deal directly wtih them in any matter, but I 
am told that again you have a monumental problem in most cases of 
the time element and so forth, and by the time you get action, the 
original offender—we will say it is a major oil company—has quit doing 
that and started doing something else. 

Mr. Nevuts. Are you familiar with H. R. 482 introduced by the 
chairman of this committee ? 

Mr. Hamiuton. These bills that have been under discussion 

Mr, Netuts. No; I am speaking specifically of a bill which would 
provide for payment of attorneys’ fees and reasonable costs in cases 
involving injunctive actions and the treble damage provision of the 
antitrust laws. Are you familiar with that bill at all ? 

Mr. Hamitron. Only by hearsay. I haven’t read it. 

Mr. Roosevett. I would like to suggest that you make a study of it, 
and together with your counsel you then deliver an opinion to the 
committee as to whether your counsel feels if such legislation was 
available, it would be sufficient remedy, and then whether you could 
then proceed to protect yourself under existing antitrust law. 

Mr. Haminron. I will be glad to do that. 

Mr. Newiis. Because obviously we don’t want to write any more 
new laws or set up any more new bureaus than we can help. Then 
of course on the State level, is it my understanding that you feel that 
you cannot appeal to the attorney general’s office in California to en- 
force this below cost 

Mr. Hamtuton. No, sir. At this point I wouldn’t cast aspersions 
on any public official whether he be a district attorney or what, but 
I am told, and it is common knowledge among executive secretaries 
like myself, you go first to one authority, and he refers you back to 
another, and he refers you back again and you kind of get the run- 
around. There isa man here today, he is to testify tomorrow, I believe, 
and he would be an expert to give you a talk on this, and that is 
Mr. Lundberg. He is chairman of this trade commission group and 
can give you a lot of wonderful facts on that, if they are pertinent 
to these hearings. 

Mr. Netuts. May I ask one more question, Mr. Chairman; are you 
familiar with the Below Cost Selling Act that was in existence out 
there declared unconstitutional by the Colorado Supreme Court? 

Mr. Haminton. No. 

Mr. Netuts. I suggest you have your counsel look into that situa- 
tion, too, because there are many or a number of States which have 
passed below cost selling acts, which have been held constitutional, 
some of which have been held unconstitutional, and I feel that the 
committee would be benefited by your views and those of your asso- 
ciates as to whether or not such an act would be useful in eliminating 
some of these practices. 

That is all. 

Mr. Morse. Mr. Chairman, may I ask a question? It seems like we 
have two issues we are talking about here. We are talking about be- 
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low-cost selling, which I realize is very important, and then about our 
inability to sell service stations our TBA items. Is there anything 
that can be done—the below-cost selling comes, I guess, under different 
regulations or laws or something, but is there anything that can be 
done about the other matter ? 

Mr. Roosrvett. There is no question in my mind that you violate 
the antitrust laws when you prevent the independent businessman by 
coercive methods or anything else from buying where he wants to. 
Where you could substantiate that in individual cases, it seems to me 
that if you had H. R. 482 provisions in practice, that you would then 
be able to not go broke, but if you won the injunction, to stop that 
practice, and you could effectively stop it by your own self-policing 
method. 

Now, as to whether that would be effective in practice, of course I 
am not able to predict. But certainly it would not then get into the 
realm of whether it was right or wrong for the oil company to be al- 
lowed to sell to their people for reasons which they have given before 
the committee, that they have certain things to offer, which is an en- 
tirely different thing from the coercive stopping of the right of that 
dealer to buy from you or from anybody else. If the oil company 
can proceed to convince his dealer that it is better for him to do so 
in open and fair competition, that is one thing. If he does it in the 
form of coercive practice such as you have outlined in this testimony, 
that is an entirely different thing, so then it seems to me the question 
is, do you then have the avenues through which you can enforce the 
law, because I don’t think we need any more law than is now on the 
statute books with the exception, as Mr. Hamilton pointed out, today 
you need a bank roll to enforce the law individually. If we can get 
around that point I think you have eliminated one of your biggest 
headaches. 

Now that is a personal opinion. I am not speaking for the com- 
mittee on this point. 

Mr. Roosevetr. Mr. Hosmer ? 

Mr. Hosmer. Briefly, Mr. Hamilton, in connection with your af- 
fidavit, exhibit A or B, out in Burbank, can you tell us whether or not 
there was any difference as to price, quality, or other characteristic 
of the TBA products that Comber Motors was to supply or wanted 
to supply than those that the Texas Co. people were supplied ? 

Mr. Hamittron. None whatsoever. They were identical. They were 
Fram oil-filter cartridges manufactured by the same company and 
probably distributed originally from the same source. 

Mr. Hosmer. In other words, insofar as the service station operator 
himself was concerned, he may have been denied his choice of supply, 
but he suffered no loss. 

Mr. Hamitton. He got the same merchandise. 

Mr. Hosmer. The entire burden was upon the supplier then who 
missed an anticipated sale. 

Mr. Hamruton. Because of coercive practices. 

Mr. Hosmer. Allright. Now, this exhibit B—I guess that is R & D, 
too, isn’t it? 

Mr. Haminton. Yes; that is the salesman’s employer. 

Mr. Hosmer. All right. Exhibit C has to do with an unrelated 
type of problem of selling equipment and things like that by major 
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oil companies at a lesser price to whoever buys them who is in the 
automotive 

Mr. Hamitron. We are less concerned about the price than we are 
about the coercive practice of using a low cost sale of this equipment 
to guarantee a customer for petroleum products. 

Mr. Hosmer. Well, it may or may not be a coercive practice, RCA 
likes to sell RCA tubes in RCA television sets, but I doubt if that 
is a coercive practice, I want to examine with you the practice, how- 
ever, from the standpoint of the man who is buying the product. Take 
specifically Tate Motors, Inc. 

Now, isn’t Tate Motors better off buying those Shure workbenches 
at a cheaper price from, say, the oil company than they are from a 
jobber ? 

Mr. Hamixton. Certainly, and he is also better off at getting a long- 
term note with no interest connected to it. The average businessman 
can’t loan money in that fashion. 

Mr. Hosmer. Then that small-business man is being given an ad- 
vantage by this practice. 

Mr. Hamitron. He is being put in an unfair competitive position. 

Mr. Hosmer. I am talking about Mr. Tate now. He is getting a 
better break than he would otherwise, isn’t he? 

Mr. Hamiuron. I am sure Mr. Tate has no complaints. 

Mr. Hosmer. So it is a happy situation for that group of small- 
business men, namely the consumer group, but for the intermediate 
or the jobber group, it is not a good situation, right? Because if we 
take care of the jobbers, we hurt the consumers, both of whom are 
small-business men; is that right ? 

Mr. Haminton. That’s correct, but we have to make one assump- 
tion, Mr. Congressman. The economy of the United States, as we 
know it today—why have we got 62 million automobiles and oi] com- 
panies that own billions of dollars worth of property? Our economy 
today is the result of the system we like to call free enterprise. It is 
rather well established and well fixed; the manufacturer through 
wholesaler to dealer is a historical, proven formula for the distribu- 
tion of goods and services. Now, every time this formula is abused 
or disabused—I never did know the difference between those two 
words—we weaken a system that has proven itself. 

Mr. Hosmer. All right, go ahead. 

Mr. Hamirtron. Somebody always benefits; whenever anything hap- 
pens, somebody benefits, but isn’t it the overall benefit we are after? 
Or is it? 

Mr. Hosmer. Well, in our dynamic free-enterprise type of economic 
system, there are always people going in and coming out of business, 
according to the needs of the changing times. We have a very small 
snuffbox industry now. 

Mr. Hamitton. No buggy whips. 

Mr. Hosmer. We have a large automobile industry, and I don’t 
know, possibly under the circumstances that you have related with the 
advantages to a large number of small business consumers, maybe it 
is better that the jobber go. I don’t say it is or isn’t, but I say we are 
up against a problem here or a question that is not entirely answered 
by wrapping ourselves up in the flag of economic free enterprise. 

Mr. Haminton. But it is my opinion, if you want it, that unless 
some changes are made, some corrections made to some of these prac- 
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tices, the automotive wholesaler—I wish you had time to listen to 
his problems. 

Mr. Hosmer. Well, they are driving the department stores out of 
business in Washington with discount houses, and the department 
stores come around taking competition with some kind of better 
service, and I suppose probably the consumer gets a break in the end, 
which is our free enterprise. 

Mr. Hamitron. That is what we want, free competition. Mr. Chair- 
man, there are in the room at least seven other automotive wholesalers. 
They didn’t come here specifically to testify. They are available if you 
want to ask any questions of anyone outside this committee. I don’t 
know the procedures in this kind of a situation, but 

Mr. Roosrvetr. They are very informal. 

Mr. Haminton. If any of these gentlemen want to make a state- 
ment at this point, could they do so? 

Mr. Roosrevetr. We will be very happy to have them come forward 
if they have anything different to offer the committee. I don’t want 
any repetition of what ground we have covered. 

Mr. Sxaces. I would like to make a statement. 

Mr. Roosevert. Yes, sir. If you will come forward, we will swear 
you in; and will you identify yourself ? 

Mr. Sxaces. E. C. Skaggs, Franklin Auto Supply, 433 Imperial 
Highway, Lynwood. 

Mr. Roosrveitr. Do you solemnly swear that the testimony you are 
about to give before this committee shall be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Sxaces. I do. 

Mr. Roosrvett. You may proceed, sir, and tell us what you want, 
in your own words. 

Mr. Sxaces. It seems as though these fellows up here representing 
the manufacturers could settle their part of it by not selling to oil com- 
panies. We naturally are jobbers and are interested in the jobber’s 
end of it. It seems as though they should be able to settle that among 
themselves. 

Mr. Roosrverr. Let me ask you, is it your understanding that the 
oil company buys from these manufacturer’s representatives or by di- 
rect arrangement with the manufacturer ? 

Mr. Sxaces. They buy direct from the representatives and the 
manufacturer, both. 

Mr. Roosrvett. Of course there isn’t very much difference in saying 
though that the manufacturer himself would have to make that ar- 
rangement—I mean, agree not to sell to the oil company. 

Mr. Sxaces. That is right. I run into this constantly, where we 
figure the service station deal and the oil companies come along and 
sell it at our cost. 

Mr. Roosrvett. Now, in essence what you and Mr. Hamilton have 
been saying in relation to your colloquy with my colleague, Mr. Hos- 
mer, is that you feel there is a place in the free enterprise system for 
different parts of the distribution system, and that when one person 
comes into it and becomes the banker, the discount house, everything 
else, all lined up, that that is going to destroy the free enterprise sys- 
tem, even though at the end maybe the consumer does get, at least 
temporarily, a lower price to the consumer, that in the end it would 
result in complete monopoly of the entire distribution system, is that 
what you have in mind ? 
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Mr. Hamiuron. I would tend to agree with that, yes; yes. You 
can’t legislate who can do what in this country. We are not built that 
way, and we don’t react that way, but I am speaking—when I did—of 
established proven methods of distribution of goods. We have the 
manufacturer and we have a wholesaler, we have a redistributor, we 
have the final retailer and the ultimate consumer. Each has a definite 
place in our picture, and each makes it possible for more people to have 
more goods at better cost, lower cost. 

Now, true, you can buy things cheaper by going direct to the guy 
who made it. But when you do, although you benefit yourself, all the 

eople along the line suffer, and the system itself which has proven 
its worth is by that amount chipped at. 

Mr. Roosrvetr. Of course, if I may make a comment in passing, a 
manufacturer has more customers than just the gasoline dealers, isn’t 
that correct? Even though that may be—— 

Mr. Hamittron. Well, customers, yes; yes. 

Mr. Roosrvetr. One of the methods which is always available to 
anybody is to bargain collectively with the supplier, the original sup- 
plier, and if a practice is growing up which is bad for the trade, you 
can just put a notice on, you are going out of the business, and if you 
are important enough for him to keep you in the business, he is going 
to have to reach some equitable agreement with you. That is the way 
things are done, isn’t it ? 

Mr. Hamintron. Mr. Chairman, the original gesture made by the 
manufacturers’ representatives here today to come before this commit- 
tee and then their ultimate decision not to present certain testimony 
indicated to me that they, representing their manufacturers, do feel 
that the automotive wholesaler of supplies and equipment is a very 
important market for them, I mean, a place for them to sell their mer- 
chandise. They started to come in here and tell us that that was so 
and that there were certain evils, and then for some reason they 
changed their minds. Now, everybody, men and women both, can 
change their minds, and these gentlemen did, so that is all right. But 
the point I make is that they started to tell us this story. That was 
apparent, I think. Now, the oil companies or the TBA distributor are 
also excellent customers for those people, and it isn’t for us to stand 
before or sit before a congressional committee and demand, by golly, 
that our competition be eliminated, because that is stupid. All we 
want is protection against obviously unfair techniques, such as the 
sale of equipment, guaranteeing a lubrication supplies account, such as 
the passing on of a piece of equipment at cost with no profit to nobody 
except the guy who manufactured it. We say that is wrong; morally 
it is wrong and legally in this State it is wrong, but we can’t stop it. 

Mr. Roosrvett. I say to you that I think you will find existing law 
says it is wrong and you don’t need any more law. What you need is 
a way toenforce the law; isn’t that correct ? 

Mr. Hamiuton. Well, we have gone clear around the circle again. 
We are back to 4382. 

Mr. Roosrvetr. Plus the State law, better administration on the 
State level. 

Mr. Haminron. Yes. 

Mr. Roosevett. I think Mr. Brown has a question. 
92285—57—pt. 3-20 
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Mr. Brown. Mr. Hamilton, you fellows have an even break with 
the independent unbranded retail service station, don’t you? I mean, 
you can sell him? 

Mr. Hamunron. I would say personally I have never had any com- 
plaint from that source. I don’t think any of our jobbers have. 

Mr. Brown. Is that end of your business growing? Are you serving 
more and more independent unbranded stations ? 

Mr. Morse. Well, they are the only ones you can serve, so you have 
a 

Mr. Sxaces. Only ones you can serve. 

Mr. Brown. Has your overall volume taken a nosedive, or has it 
held its own, or going up ? 

Mr. Hamitron. TBA and equipment, I can answer that. <A lot of 
my jobbers used to carry tires and bateries, but they gave up, threw up 
their arms and said, “What’s the use?” So they quit handling it. 
Some of them still do, and when it comes to equipment, I have had 
jobbers tell me that they have instructed their salesmen, “Don’t even 
birddog any more, don’t even look for any of it, because when we get 
it, we lose it.” 

Mr. Brown. To replace that business that you once had—in many 
instances this is business you never did have, isn’t it? I mean, you 
never did have a shot at it; when a new station was built, you just 
didn’t have a chance to get—the practice seems to have become worse 
in the last few years, doesn’t it, to you gentlemen / 

Mr. Sxaces. Last few months, I would say. We have got even quite 
a bit of new business in the past, but we are not now, and we haven't 
for 9 months. 

Mr. Morse. You get it for awhile, and then it is taken away from 
you. 

Mr. Sxaces. That’s right. 

Mr. Brown. And the growth of the independent unbranded opera- 
tion has not offset what you have lost in the other end of it. 

Mr. Sxaces. Not for us. 

Mr. Hamiton. No, because they are still in the minority numeri- 
cally. 

Mr. Brown. Well, just for the record, Mr. Chairman, I think this 
points up what we have seen many times, that the trend today is grow- 
ing and growing to squeeze that distribution level of business, just 
to squeeze it and squeeze it, because as cost of operation increases, the 
manufacturer is in a better position to raise his price and keep abreast 
of those increased costs, but as the competition at the other end forces 
it back, they just keep squeezing and squeezing at that distribution 
level, and it is quite a problem. 

Mr. Hosmer. May I say something? I don’t want to leave with you 
the impression that I am in favor of getting rid of all the people, fine 
people, that you represent because of the way I questioned you. I was 
trying to bring out a point in so doing. 

Mr. Roosevett. Mr. Nellis? 

Mr. Netuts. One last point, Mr. Chairman. I have a letter here 
addressed to Mr. Hamilton which he gave to me from Eckdahl Auto 
Parts Co. which bears on this point, and I think that I should submit 
it for the record. May I? 

Mr. Roosevett. Without objection we will include it in the record 
at the conclusion of this testimony. 
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Mr. Neus. May I ask one last question, Mr. Hamilton and gentle- 
men? I would like to address it to Mr. Skaggs, actually. Were you 
in business during the days when there was price control ? 

Mr. Sxaccs. Would that be during the war? 

Mr. Netuis. Yes. 


Mr. Sxaces. No, I wasn’t. 


Mr. Nexis. Were any of you in business then ? 
Mr. Morse. I was. 
Mr. Duncan. I was. 


Mr. Nexus. I happen to have had something to do with the Office 


of Price Administration in those days, and I remember that a tie-in 


sale was illegal. Do you remember that? 
Mr. Morse. What kind of sale? 


Mr. Netuis. A tie-in sale. That is, a sale by which you tried to sell 
something by tying it to something you didn’t want so much, that you 
couldn’t sell, isn’t that right? This last statement of yours from Mr. 
Wilkinson is a tie-in sale problem, isn’t it ? 

Mr. Hamurron. In his opinion it is, and Lagree with him. 

Mr. Neutts. It is a problem involving the sale of a product at cost 
in order to obtain the sale of a product at a profit, isn’t it ? 

Mr. Hamirron. Right. 


Mr. Netuis. Now, I think you should be advised that the tie-in sale 
in the law has been looked at by many courts and that they are illegal 
in many respects and that you should attempt to enforce your rights in 
such cases. 

Mr. Hamiuron. This is known as a loss leader, is it not? 

Mr. Neus. Known as a tie-in sale, Mr. Hamilton. 

Mr. Roostverr. Known as a loss leader in certain industries. 

Mr. Neuuts. That is all, Mr. Chairman, 

Mr. Roosrvert. Well, gentlemen, we want to thank you very much 
for coming before us. You have certainly given us much food for 
thought, and as you develop your ideas, if you care to pass them on 
to the committee, we will be very grateful to receive any further studies 
which you may make of the suggestions which have come out of this 
hearing today. 

(The letter referred to and the statement of Mr. Hamilton in full 
are as follows :) 


AUTOMOTIVE JOBBER BUSINESSMEN’S ASSOCIATION, 


Los Angeles, Calif., May 14,1957. 
Hon. JAMES ROOSEVELT, 


House Office Building, Washington, D.C. 


DEAR CONGRESSMAN RoosEvELT: We do appreciate having had the opportunity 
to appear before your subcommittee No. 5 here in Los Angeles to illustrate for 
you and your committee some of the unlawful and coercive practices about which 
our wholesalers are so alarined. 

We regret that some of the scheduled hearings have had to be canceled but 
sincerely hope that sufficient facts were gathered to give you the tools you need to 
effect corrective measures in the Congress. 

On April 9, 1957, the board of directors of this association met and considered 
your proposed H. R. 432 in relation to its probable effectiveness in assisting auto- 
motive wholesalers in their efforts to enforce the antitrust laws as they apply to 
this industry. 

On behalf of the 140 members of this association, and upon motion duly made, 
seconded and, urnanimcusly carried, the following resolution was adopted: 

“Whereas in our opinion, coercive and monopolistic practices do exist in the 
distribution of automotive equipment, supplies and replacement parts through 
retail gasoline stations and TBA dealers; and 
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“Whereas it is our considered opinion that these practices are in flagrant 
violation of existing laws against such acts: Now, therefore, be it 

Resolwed, This board of directors hereby records, on behalf of the members of 
this association, its wholehearted support of H. R. 432 as being desirable and 
worthwhile legislation, and is pleased to recommend its passage.” 

We further suggest that an idle law is no law at all; and that our very ex- 
cellent Federal and California State laws could and should be enforced by these 
respective jurisdictional bodies instead of shifting the burden of enforcement 
through the courts to the individual. The spectacle of a small-business man pre- 
suming to engage a giant corporation in a court battle to protect the former's 
rights seems to us to be a “piecemeal” approach which can only nibble at the 
edge of a monstrously widespread problem. 

In supporting your proposed legislation, however, we feel that we are en- 
couraging an important step in the right direction. 

Sincerely yours, 
RopNeEY B. TERZENBACH, 
President. 


AUTOMOTIVE JOBBER BUSINESSMEN’S ASSOCIATION, 
Los Angeles, Calif., April 25, 1957. 

GENTLEMEN: The Automotive Jobber Businessmen’s Association of Southern 
California, Inc., of which the undersigned is executive secretary, is a nonprofit 
association of automotive parts, equipment, and supplies wholesalers whose 
members own and operate in excess of 175 such outlets in southern California. 

Among the aims and objectives of this association, as described in its articles 
of incorporation, are these: 

“To promote ethical business practices in parts distribution; and 

“To promote and endorse sound legislative principles.” 

Monopolistic and coercive practices by major oil companies in connection with 
the distribution of automotive merchandise through retail gasoline stations are 
widespread. Deleterious to free and open markets in which the gasoline retailers 
should be able to purchase his merchandise, supplies and equipment, these prac- 
tices also inhibit the automotive wholesaler’s market to the degree that free com- 
petition is often removed, and the wholesaler is totally unable to bid for certain 
business from these gasoline retailers. 

We submit herewith (as exhibit B), as being pertinent to the subject of these 
hearings, a letter dated April 18, 1957, wherein Comber Motor Parts, 229 North 
First Street, Burbank, Calif., sets forth over the signature of its manager, Mr. 
Lloyd V. Sprague, the circumstances under which the firm was prevented, be- 
cause ofthe monopolistic practices of the Texas Co., to supply the R. & D. Ap- 
proved Automotive Service in Burbank, Calif., with Fram oil filter cartridges. 

In support of our allegations, and of those contained in Mr. Sprague’s letter, 
we also submit herewith (as exhibit A), the affidavit of Doit “Dewey” Conel, 
salesman for Comber Motor Parts, swearing to the conditions under which he 
was prevented from selling Fram cartridges to his customer, R. & D. Approved 
Automotive Service. 

Exhibits A and B are in support of only one instance of unfair practices by 
a major oil company. The Automotive Jobber Businessmen’s Association, how- 
ever, has been serving its members and the industry since June 1950, and can 
report that a great many of its member firms and their outside salesmen have 
frequently registered complaints concerning this type of coercion by the several 
major oil companies. 

Admissible documentary proof of these practices is difficult to obtain for two 
reasons. First the gasoline retailer who leases his facilities from a major oil 
company, fears possible reprisals by the lessor. That such businessmen fear 
to testify under oath before this subcommittee of the Congress of the United 
States is the most damaging evidence of all that these insidious forces are at 
work. Secondly, the wholesaler who loses business because of these practices 
is naturally reluctant, in most cases, to put his customer in an untenable posi- 
tion by seeking legal recourse. 

On Friday, April 19, 1957, the undersigned went to the place of business 
known as R. & D. Approved Automotive Service and there interviewed Robert 
W. and Frank W. Ruff, who, along with their sister, Dorothy Ruff, are coowners 
of. the business. In the ensuing discussion, held in the presence of Lloyd V. 
Sprague, Robert and Frank Ruff stated: 
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That their business consists of a Texaco Service Station and an automotive 
repair shop, the former being leased from the Texas Co., the latter from a 
private owner. 

That on January 4, 1955, being then operators of the repair shop only, they 
did execute a lease under the terms of which they have since operated the 
station as well. 

That on or about March 1, 1957, Frank and Robert Ruff were visited at the 
premises by Mr. James Linn [or Lynn], Texas Co. supervisor. 

That on this occasion, they asked the supervisor for a few of the services to 
which, under the terms of their agreement, they were entitled. Specifically, 
these included periodic washings of the station itself; replacement of a broken 
window; and, installation of a workbench, all at the expense of the Texas Co. 

That the supervisor, Mr. Linn [or Lynn] told them he “had only $500 with 
which to service 20 stations” and that this sum wouldn’t go very far, and that, 
besides, since the Ruffs were not buying any Texaco TBA items, the supervisor 
was in no position to justify any station expenditures to the company. 

That, immediately after this interview they did begin to stock certain Texas 
Co. TBA items, whereupon the washings of, the station were resumed, the 
broken window was replaced, and the workbench was installed. 

And finally, that, in their opinion, continued refusal to handle Texas Co. TBA 
items would have left them without the above services, and would have been 
inimical to their interests in the matter of their Texas Co. lease, due for renewal 
in January 1958. 

These statements were reduced to writing in the form of a deposition, and 
the document was studied by the three partners above named. On the morn- 
ing of April 22, 1957, between the hours of 8 and 8: 30 a. m., Mr. Robert Ruff 
stated to the undersigned: that he had had his partners go over the deposition 
and that they had agreed that it was true and correct in every detail. He then 
stated, however, that for obvious reasons they were unwilling to sign the deposi- 
tion for the presentation to this committee. We thereupon asked them if they 
would be willing to write us a letter containing the identical substance, and 
were told that a conference of three coowners would be required to approve 
such action. To date no such letter has been forthcoming, nor is any expected. 

While the undersigned is able and willing to swear under oath that the above 
statements were in fact made, we have been advised that in this form they 
would not ordinarily constitute court evidence. We do strongly suggest, how- 
ever, that this material is of such a nature as to render it pertinent to these 
hearings. 

Also submitted herewith (as exhibit C) is a letter dated April 19, 1957, 
addressed to this association and signed by J. K. Wilkinson, owner of Pomona 
Motor Parts, 363-379 West Third Street, Pomona, Cailf., in which he describes 
the sale of certain garage equipment to Tate Motors, Inc., P. O. Box 659, Pomona, 
Calif., by the Pennzoil Company, 942 South Hope Street, Los Angeles, Calif. 

In his letter, Mr. Wilkinson states that this equipment was sold at “slightly, if 
any, above our (jobber’s) cost,’’ and he illustrates the unfair competitive ad- 
vantage of the oil company in being able to accept partial downpayment, with 
the “‘balance on a note of several years duration without interest.” 

In closing, we wish to repeat that these unfair practices are wide-spread. We 
urge the passage of corrective legislation which will return the privileges of free 
enterprise and open competition to the principals involved. 

Respectfully submitted. 

JAMES E. HAMILTON, 
Eavecutive Secretary. 
ExHIBIT A 
STATE OF CALIFORNIA, 
County of Los Angeles 88: 

Doit “Dewey” Conel, being first duly sworn, deposes and says: That his place 
of residence is 1079 East Cypress Street, Burbank, Calif. 

That he is a salesman for Comber Motor Parts, 229 N. First Street, Burbank, 
Calif., being employed by Mr. Lloyd V. Sprague, manager of the above firm. 

That for approximately eighteen (18) months, until recently, he has been regu- 
larly supplying R. & D. Approved Automotive Service, located at 3017 West Mag- 
nolia Avenue, Burbank, Calif., with automotive parts and supplies, including 
Fram oil filter cartridges. 

That on or about Mir¢h 27, 1957, in making his regular call on R. & D., he 
checked this customer’s stock and found that a new supply of Fram oil filter cart- 
ridges was needed. 
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That Robert W. and Frank W. Ruff, coowners with their sister, Dorothy Ruff, 
of R. & D. Approved Automotive Service, informed him that in the future they - 
would be unable to purchase Fram filter cartridges from him because, in their 
opinion, by so doing they would jeopardize the renewal of their lease on the gaso- 
line station from the Texas Co. in January 1958, 

That he interrogated Robert and Frank Ruff as to their reasoning in the mat- 
ter, and that they told him the Texas Co. supervisor, one James Linn [or Lynn] 
had, on or about March 1, 1957, implied in his conversation with them that they 
must purchase as many TBA items as possible from their TBA dealer. 

That, in his (deponent’s) opinion, the recent loss to him of the R. & D. account 
was due solely to the fact that pressure had been brought to bear on the owners 
to do business in parts and supplies with the Texas Co. TBA dealer. 

And further, deponent saith not. 

(S) Dorr “Dewry” CoNneEL. 

Subscribed and sworn to before me this 22d day of April 1957. 


(S) Bearrice. G. GRAHAM, 


Notary Public. 
My commission expires March 4, 1959. 


ExHIsIt B 


CoMBER MOTOR Parts, 
Burbank, Calif., April 18, 1957. 
AUTOMOTIVE JOBBER BUSINESSMEN’S ASSOCIATION, 
722 South Western Avenue, Los Angeles, Calif. 


GENTLEMEN : No doubt you have received many such complaints typical of the 
following. Have you come up with any informatien? 

A service station account of ours, R. & D. Texaco Service, 3017 West Magnolia 
Boulevard, Burbank, recently informed our salesman they could no longer buy 
Fram filter cartridges from us. They told him the Texas Co, supervisor had told 
them that they must buy Fram and all other TBA items from their TBA distribu- 
tor. As R. & D.’s lease comes up for renewal shortly they are afraid to buy these 
so-called TBA items from other sources. 

Believe me, gentlemen, this is only one of dozens of service station operators 
we could mention in this area including General Petroleum, Signal, Hancock, 
Shell, and others who are buying from their TBA distributor because they are 
afraid of losing their lease. One after the other they have quit buying these 
items from us and other jobbers like us. Always it has been the same excuse, 
“I’m forced to buy from my TBA distributor.” 

We believe this to be an unfair trade practice and very un-American or Call it 
monopoly. Shouldn't a service station operator be entitled to buy his merchandise 
from anyone he chooses? Can anything be done about this situation? 

Sincerely, 
Lioyp V. SPRAGUE, Manager. 
ixHigiTt C 


POMONA MOTOR PARTs, 
Pomona, Catlif., April 19, 1957. 
AUTOMOTIVE JOBBER BUSINESSMEN’S ASSOCIATION, 
722 South Western Avenue, Los Angeles, Calif. 
(Attention: Jim Hamilton.) 


DEAR Mr. HAMILTON: We would like to call your attention to what we believe 
to be an unfair trade practice that occurred in our area. 

Tate Motors, Inc., Post Oftice Box 649, Pomona, Calif., has just completed a new 
garage building. They are Cadillac-Pontiac dealers. 

The following lines of garage equipment were sold at slightly, if any, above our 
cost as distributors to Tate Motors, Inc., by the Pennzoil Co., 942 South Hope 
Street, Los Angeles. This equipment was supplied to Tate Motors, Inc., partially 
for cash and the balance on a note of several years’ duration without interest. 
The following is a description of the material supplied and the name and address 
of the supplier: 

Shure work benches, Shure Manufacturing Co., St. Louis, Mo. 

Croft air and water reels, Croft Manufacturing Co., Lynwood, Calif. 
Lincoln lubricating equipment, Lincoln Lubricating Co., St. Louis, Mo. 
Weaver twin post lifts, Weaver Manufacturing Co., Springfield, Il. 
Curtiss air compressor, Curtiss Manufacturing Co., St. Louis, Mo. 
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It seems to us that a distribution system that allows an oil company in this 
particular case to supply garage equipment as above mentioned as a loss leader 
to insure or aid in securing of the lubricating oil business requires some correc- 
tive legislation. 

Very truly yours, 
J. K. WILKINSON. 


EcKDAHL AvuTO Parts Co., 
Inglewood, Calif., April 23, 1957. 
JAMES BE. HAMILTON, 
Executive Secretary, Automotive Jobbers Businessmen’s Association, 
Los Angeles, Calif. 

Dear Mr. HAMILTON: As you know, it is practically impossible to obtain con- 
crete information and proof of the practice of the major oil companies of using 
pressure in various forms to cause their service-station distributors to buy acces- 
sories and other merchandise from the oil company concerned or from the oil 
company’s TBA operator, rather than from the automotive wholesaler. 

There are many ways in which this is done—from finding fault with the con- 
dition of the restrooms to offering volume rebates on all purchases, including 
those items fair-traded at the various price levels. 

Within the past few weeks one of our customers who is operating a station and 
handling the products of a major oil company became involved with the company 
and was told he would have to conform or sell out to a buyer of the company’s 
choice. We were told that the agreement between the oil company and the new 
operator would require him to purchase a certain line of chemicals handled by 
the company. The same provision would no doubt apply to other merchandise. 

The present operator has installed considerable equipment of his own. He 
was told he would have to remove this in case of the transfer of the operation to 
a new owner. This would cause him a considerable financial loss. It now appears 
that the present operator will remain in possession. We do not know what con- 
cessions, if any, have been made. 

On two separate occasions we have bid on heavy equipment for a certain car 
dealer who purchases his petroleum products from one of the major oil com- 
panies. On both occasions we lost the sale and were told by the purchasing 
agent that the oil company had furnished it at jobber cost, on a deferred payment 
plan and with no carrying charges. 

It seems to be common practice for the oil companies to furnish equipment such 
as jacks, tire changers, lubrication units, and other items to their so-called inde- 
pendent operators on a cost basis as an inducement to handle only merchandise 
furnished by the company or its TBA distributor. 

We don’t have the permission of the individuals concerned to publish their 
names but we are willing to furnish that information to the committee. 

Every day we are confronted with the efforts of the oil companies, large and 
small, to stifle competition. Anything that can be done to alleviate this condi- 
tion would be a great service. 

Yours very truly, 
KF. A. Gurrin, General Manager. 


Mr. Roosreverr. The committee tomorrow morning will hear from 
the California Marketers Council and certain private rebrand dealers 
and wholesale consignees, to be followed by the southern California 
retailers and individual gasoline dealer retailers. 

The committee will meet at 9:30 in the morning and will make 
every effort to sit continuously until 1 o’clock, at which time the com- 
mittee hopes to wind up its deliberations. 

So if we can be on time, we will start at 9: 30. 

The committee will recess until 9:30 tomorrow morning. 

(Whereupon, at 5:35 p. m., the subcommittee recessed, to reconvene 
at 9:30 a.m., Friday, April 26, 1957.) 
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FRIDAY, APRIL 26, 1957 


Hovse or REPRESENTATIVES, 
SuscomMitrrer No. 5 on Distrripution PRoBLEMS 
OF THE SELECT CoumMMITTEE TO Conpuct A Stupy AND 
INVESTIGATION OF THE PRoBLEMS OF SMALL Busrness, 
Los Angeles, Calif. 

The subcommittee met, pursuant to recess, at 9: 45 a. m., in the court- 
room, 16th floor, United States Post Office and Courthouse Building, 
Hon. James Roosevelt, chairman of the subcommittee, presiding. 

Present: Representatives Roosevelt, Brown, and Hosmer. 

Also present: Joseph L. Nellis, special counsel, P. C. Murray and 
Justinus Gould, assistant counsels. 

Mr. Roosrvetr. The committee will be in order, please. 

The Chair will again explain to the press that pictures must be 
taken now because they are not allowed to be taken after the session 
once starts. 

The committee will please be in order. 

The Chair has received from the Union Oil Co. a letter in answer 
to some of the questions and giving material which the committee 
requested and without objection it will be placed in the record at this 
point. 

(The document referred to is as follows:) 


UNION Ol COMPANY OF CALIFORNIA, 
Los Angeles, April 25, 1957. 
Re Los Angeles hearings, April 24, 1957, answers to two questions asked by the 
subcommittee during testimony of R. H. Rath, sales manager, dealer sales, 
Union Oil Company of California 
Mr. JAMES ROOSEVELT, 

Chairman, Subcommittee No. 5, Select Committee on Small Business, 
House of Representatives of the United States, Courtroom of United 
States Court of Appeals, 16th Floor, Federal Building, Los Angeles, 
Calif. 

DEAR Siz: During the course of the testimony of the undersigned, R. H. Rath, 
sales manager, dealer sales, Union Oil Company of California, two questions were 
asked and I agreed to supply the answers by letter after inquiry. 

Herewith are the questions and answers: 

Question No. 1. What are the names and locations of the independent refineries 
in the Pacific coast marketing area? 
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Answer. The foliowing list shows those independent refineries in California 
as far as known to the undersigned : 
Name Refinery location 
Bankline Oil Co : Sakersfield 
Caminol Co Hanford 
Signal Hill 
Long Beach 
Bakersfield 
Paramount 
Edgington Oil Refineries, Inc Long Beach 
Envoy Petroleum Co Do. 
I : aa as Wilmington 
Golden Bear Oil Co___- Bakersfield 
Hancock Oil Company of California___ : miinpianiemiiniys CL Baas 
Macmillan Petroleum Corp Long Beach 
Mohawk Petroleum Corp : Bakersfield 
Newhall Refining Co Newhall 
Palomar Oil & Refining Corp . deca ; sakersfield 
Rothschild Oil Co . ; ‘ . Santa Fe Springs 
Socal Oil & Refining Co__ ; : Pah ee . Huntington Beach 
Sunland Refining Co Bakersfield 
Sunset International Petroleum Corp __ Torrance 
Wilshire Oil Co., Ine d : Norwalk 


In addition to the above list, the United States Refining Co. is currently build- 
ing a refinery at Tacoma, Wash., which should be onstream in the very near 
future. We should also like to call attention to the attached news clipping out- 
lining the Wilshire Oil Co.’s plans for a refinery in the Hawaiian Islands. There 
have also been recent press releases outlining plans by Cal-Mex Oil & Refining 
Co. for a $27 million refinery in the San Diego area. 

Question No. 2. How does Union Oil Company of California distribute or mer- 
chandise wholesale deliveries of gasoline to unbranded refineries and jobbers 
outside Union’s own distribution system? Is it by posted prices, negotiation, or 
what? 

Answer. A. Union makes deliveries of gasoline to unbranded refiners or job- 
bers outside of its own distribution system by : 

1. Pipeline to customer’s storage. 

2. Pipeline to customer’s tanker or barge. 

3. Into customer’s transport truck, into common carrier trucks or tank car, 
f. o. b. Union’s refinery and/or terminals. 

B. Prices for delivery under A 1 and 2 are established by negotiation for each 
delivery. Prices for delivery under 3 are either negotiated on the basis of a 
discount off Union’s posted price for 7600 gasoline or on the basis of a firm 
quotation for spot deliveries: if for continuing deliveries, provision is made for 
subsequent review as necessary. 

We trust that the above sufficiently answers your questions. 

Very truly yours, 
R. H. Rata, 
Sales Manager, Dealer Sales. 


EPCA Acts To Hecp Firm Start Iste REFINERY 


The Territorial Economic Planning and Coordination Authority’s industrial 
development advisory committee yesterday acted to make it easier for the Wil- 
shire Oil Company of California to go ahead with a Hawaiian refinery. 

This was done by the committee’s approval of a grant up to $2,500 for a refin- 
ery-feasibility study to whichever island asks for it. 

Whatever money EPCA puts up for the study is to be matched by the island 
for which the study is to be made. 

And the approval was phrased so the grant could be made to whichever 
island the oil company selects for a site. 


NOT DOUBTED 


That the grant was tied in with Wilshire Oil’s interest in setting up an island 
refinery, though not so expressly worded, wasn’t in doubt. 

Wilshire representatives had explored possible sites on several islands last 
October and it was recently reported that a Wilshire official was due to return 
April 29 to make a final decision on a site for the company’s refinery. 
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Maui business executives have shown strong interest in having the refinery 
located at Maalaea, which they say is a natural site for it, despite opposition 
from residents in the area. 


Ray M. Allen, EPCA chairman, told the Kihei Community Association recently 
that he had recommended Maui, especially the leeward site, for a refinery. 

But whether Maui was slated to get the refinery—if Wilshire does go through 
with one—wasn’t a sure thing yet. 

There were indications that Wilshire was also strongly interested in a site on 
Oahu, on Campbell Estate land in Ewa. 

Mr. Roosevetr. As I said yesterday, the committee will try this 
morning to conclude its hearings, and our first witnesses this morning 
will be Mr. Touhey of the southern California gasoline retailers, ac- 
companied by individual gasoline retailers. 

If they are present, would they please come forward ? 

I would appreciate if starting from the left you would then identify 
each witness for the record, and then I will swear you all in together. 

Would you first identify yourself, each of the gentlemen ? 

Mr. Tounry. Yes. I am John A. Touhey, executive secretary, 
Southern California Service Station Association. 

This is Ralph Clark, General Petroleum dealer, president of the as- 
sociation; Al Martin,’ vice president, Shell dealer; Steve Sepulveda, 
vice president, Chevron dealer; Harry Macia, committee coordinator, 
Union Oil dealer. Mr. Brock is a guest to testify before the com- 
mittee as Union Oil dealer. 

Mr. Roosevettr. A guest of whom? 

Mr. Tounry. The committee. 





Mr. Roosrvent. Oh. Weare very glad to have you. 
Mr. Neuuts. He is not a member of the association. I asked him 
to come. 


Mr. Tounry. Eugene E. Pittaluga, adviser to the committee of the 
Southern California Service Station Association; John Wolfe, Tide- 
water dealer, member of the Los Angeles chapter board of directors of 
the Southern California Service Station Association ; Gordon Schimke, 
treasurer, Richfield dealer, 

Mr. Roosevetr. Would you raise your right hands? 

Do you solemnly swear that the testimony you are about to give be- 
fore this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Tovuuney. I do. 

Mr. Crark. I do. 

Mr. Marrrn. I do. 

Mr, Serutvena. I do. 

Mr. Macta. I do. 

Mr. Brock. I do. 

Mr. Prirrauuaea. I do. 

Mr. Wo tre. I do. 

Mr. ScuimxKe. I do. 
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TESTIMONY OF JOHN A. TOUHEY, EXECUTIVE SECRETARY, SOUTH- 
ERN CALIFORNIA SERVICE STATION ASSOCIATION; RALPH B. 
CLARK, PRESIDENT, SOUTHERN CALIFORNIA SERVICE STATION 
ASSOCIATION, GENERAL PETROLEUM DEALER; AL MARTIN, VICE 
PRESIDENT, SOUTHERN CALIFORNIA SERVICE STATION ASSO- 
CIATION, SHELL SERVICE STATION DEALER; STEVE SEPULVEDA, 
VICE PRESIDENT, SOUTHERN CALIFORNIA SERVICE STATION 
ASSOCIATION, CHEVRON DEALER; HARRY E. MACIA, COMMITTEE 
COORDINATOR, SOUTHERN CALIFORNIA SERVICE STATION ASSO- 
CIATION, UNION OIL DEALER; JOHN THOMAS BROCK, UNION OIL 
DEALER; EUGENE E. PITTALUGA, ADVISER TO THE EXECUTIVE 
COMMITTEE, SOUTHERN CALIFORNIA SERVICE STATION ASSO- 
CIATION, TEXACO DEALER; JOHN W. WOLFE, MEMBER OF LOS 
ANGELES CHAPTER BOARD OF DIRECTORS, SOUTHERN CALI- 
FORNIA SERVICE STATION ASSOCIATION, TIDEWATER OIL CO. 
DEALER; GORDON G. SCHIMKE, TREASURER, SOUTHERN CALI- 
FORNIA SERVICE STATION ASSOCIATION, RICHFIELD OIL DEALER 


Mr. Roosrvetr. Mr. Touhey, I presume you have a preliminary 
statement you would like to give to the committee. I hope it is short. 
If it is, you may proceed. 

Mr. Tounry. Thank you very much, Mr. Chairman. 

I would like to respectfully request that our association be given 
enough time to present this evidence; in other words, in the same 


amount of time that the oil companies were given. We respectfully 
request that permission. 

I am John Touhey, executive secretary, Southern California Serv- 
ice Station Association, and have occupied that position since the in- 
ception of the association in March 1955. I, along with Ralph Clark, 
General Petroleum dealer, Eugene Pittaluga, Texas Co. dealer, Steve 
Sepulveda, Chevron dealer, Al Martin, Shell dealer, John W olfe, 
Tidewater Oil, Gordon Schimke, Richfield dealer, Harry Macia, 
Union Oil dealer, have been authorized by the general membership 
of the Southern California Service Station Association to represent 
the views of the members of the Southern California Service Station 
Association at this congressional hearing. We are not here to repre- 
sent any service station dealers who are not members, nor do we claim 
to represent any other dealers, nor have we ever claimed to represent 
the views of any dealers other than those who are members. 

We have a total membership of 1,089 members in southern Cali- 
fornia and have been organized for a period of 2 years. I think it 
is only fair to mention that I was sick for 3 months, and we lost 349 
members. 

We have a total of 3 full-time employees—a manager and 2 ladies 
who work in the association office in the general clerical field. Our 
legally retained attorney is William C. Dickson, and our outside public 
relations counselor is Jim Reppert. Our membership consists of deal- 
ers from each major brand of gasoline and a few dealers of independent 
brands. All records of the association are open for inspection by 
this committee if they so desire to inspect them, and any records, 
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financial or otherwise, will be furnished immediately if it is neces- 
sary. We are not members of any other service station dealer organi- 
zation in the United States nor in the State of California, All of 
our members are individual members and all dues or fees collected 
by the association are entered and recorded at our principal office in 
Los Angeles, Calif. 

Only ‘bona fide gasoline retailer dealers can become active members 
of the assoc iation, and they also are the only voting members. Our 
executive committee consists of 11 dealer members: 1 president, 8 vice 
presidents, 1 secretary, and 1 treasurer, Our board of directors con- 
sists of 80 dealer members: 10 in each of 8 chapters, 

Enclosed as exhibit A is the latest financial statement of the as- 
sociation, which we respectfully request be kept confidential by the 
committee. Also enclosed is a membership roster of the association 
which we also request that it be held confidential by the committee. 
Enclosed as exhibit B is a month cost survey conducted on 50 service 
stations in the Los Angeles Basin by a public accountant, licensed 
under the laws of the State of California, covering the periods from 
January 1956 to February 1957, which outlines the monthly average 
net profit of the service station dealers, the gross cost of pumping 1 
gallon of gasoline, the average gallonage obtained by these stations, 
and the net cost of pumping 1 gallon “of gasoline. The public ac- 
countant who has taken these surveys for the association is able and 
willing to substantiate all figures since he has maintained the account- 
ing systems for these dealers during the periods indicated and has 
supplied the information to the SCSSA at the end of each month. 
All of these stations are single proprietorships, and I respectfully 

request that this be entered into the record since this is a cost survey, 
and the oil companies have used fictitious figures—which we believe 
are fictitious—to claim that a service station dealer is making afabulous 
amount of money. 

Mr. Roosrvett. Mr. Touhey, is this submitted as an exhibit at this 
time? 

Mr. Tounry. Yes, sir. 

Mr. Roosrvett. You do not want this to be confidential ? 

Mr. Touney. No, sir, that is open. 

Mr. Roosrvett. Would you pass it up to the committee ? 

Mr. Touney. Yes. 

Mr. Roosevett. Is it signed by the accountant who made—— 

Mr. Tounry. No, I think his name is just there. 

Mr. Roosrvett. I would appreciate it if you would bring the com- 
mittee a signed copy. 

Mr. Tounry. I certainly will, sir. 

Enclosed as exhibit C is a survey of major oil company dealers and 
minor gasoline dealers conducted by Industrial Surveys, Inc. between 
the period June 3, 1956, and June 9, 1956. Itis respec tfully requested 
that copies of this survey not be furnished to : any individual because 
it is available for sale by Industrial Surveys, Inc. Enclosed as exhibit 
D is a copy of our membership application, which becomes officially 
effective June 1, 1957. 

Enclosed as exhibit E are copies of correspondence between A. A. 
Hahn, General Petroleum dealer, and the Justice Department which 
clear ly shows the problem of trade area pricing. 
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Enclosed as exhibit F is a letter sent by Richfield Oil Corp. to 21 
Richfield service-station dealers in San Diego which states that Rich- 
field ethyl gasoline was not at that time, August 26, 1956, being sold in 
a Fed-Mart Discount House service station in San Diego. 

Enclosed as exhibit G is a copy of an article from a gasoline retailer 

ublication which clearly indicates that there are jobbers who also 
fev trouble with rebates, special allowances, and subsidies. This 
article was published June 20, 1956. 

Enclosed as exhibit H is a cash purchase ticket at the Fed-Mart 
Discount House service station in San Diego for one case of Rich lube 
extra-duty 20-weight canned motor oil which was purchased by 
Charles Mitchell, a Richfield dealer in San Diego, at the retail price 
of $6.26, including tax. 

Enclosed as exhibit I is a cash purchase ticket for one case of Rich 
lube extra duty motor oil for $7.29 purchased from Richfield Oil Corp. 
by Roland Martin, a Richfield dealer in Los Angeles. 

Enclosed as exhibit J is a study of questionnaires compiled by 
SCSSA, and it is respectfully requested that this information be held 
confidential insofar as the dealer’s name is concerned. 

Enclosed as exhibit K are a few copies of questionnaires completed 
by dealers which will give the committee an idea of the area of trouble 
in the service station business. You will note that areas of suggestions 
to suppliers include price signs, station hours, longer leases, treatment 
as an equal, subsidies, rebates, special allowances, margin of profit, 
dealer-supplier council meetings, training of dealers and employees; 
improvement of dealer representatives’ relations with the dealer in 
the meeting of competition without loss of margin. The testimony 
of the dealers present here today will evolve around the pricing policies 
of the major oil companies, trade areas, lease cancellations, company 
operated stations, consignment agreements. master lease operations, 
service station rent, hours of operation of service stations, grading of 
gasoline, discount house sales of TBA merchandise and petroleum 
products and the amount of independence of the service station dealer. 

Each dealer present will present his own views on proposed legisla- 
tion. However, the following recommendations are made to this com- 
mittee by the Southern California Service Station Association : 

That company operated stations be eliminated ; that consignee agree- 
ments be eliminated ; that bill H. R. 432 be recommended by the com- 
mittee for enactment by the Congress of the United States; that bill 
H. R. 428 not be recommended for enactment by the Congress of the 
United States. It is recommended that the committee should try 
to secure strict enforcement of the antitrust laws by the Department 
of Justice and the Federal Trade Commission; that bill H. R. 426 not 
be recommended for enactment by the Congress of the United States. 
It is recommended that the committee should try to secure strict en- 
forcement of the antitrust laws by the Department of Justice and the 
Antitrust Division; that bill H. R. 425 be recommended by the com- 
mittee for enactment by the Congress of the United States; that bill 
H. R. 427 be recommended by the committee for enactment by the 
Congress of the United States; that all gasoline be graded in such a 
manner as to let the public know exactly what they are purchasing, 
that all gasoline sold out the back door by major or minor oil com- 
panies be available for purchase by the gasoline retailers so that in 
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those cases where a dealer knows that his supplier is selling gasoline 
at a lower price to a minor or major operator, he can purchase that 
gasoline and sell it at his station at a lower price to meet competition ; 
that a refiner can only rebrand his merchandise one time so that if 
another refiner purchases that gasoline, he will not. be able to re- 
brand the same merchandise. Under present conditions it is possible 
for one refiner to sell rebranded gasoline under as many as 10 or more 
rebranded names. The same gasoline may pass through as many as 
five refiners and possibly even more wholesale jobbers; that all sub- 
sidies, rebates, and special allowances be eliminated ; that all suppliers 
of petroleum products be required to sell gasoline to each of their 
dealers at the same wholesale price unless there is a freight differential 
involved. 

Mr. Roosrvetr. Your statement has another page on the copy I have. 

Mr. Tounry. Excuse me, Mr. Roosevelt. That’s a good chairman. 

That the House Small Business Subcommittee No, 5 recommend to 
all oil companies that the dealer should have a longer, more secure 
lease, without interference by oil company representatives and that 
the dealer be given the opportunity of being completely independent 
in actual practice. The Southern California Service Station Associa- 
tion is willing to supply any other information to this committee that 
is humanly possible, and the dealers present and myself will attempt 
to answer any questions if the committee so desires. 

On behalf of the Southern California Service Station Association 
and its members, I wish to thank the committee for the opportunity 
of our appearance here today. 

(The documents referred to in the statement will be found in the 
files of the subcommittee. ) 

Mr. Roosrvett. Mr. Touhey, is it your desire now to go forward 
with the testimony of the individual witnesses you have here? 

Mr. Tounry. Each one of them has a statement; yes, sir. 

Mr. Roosrevett. Would you prefer that we discussed your recom- 
mendations with you now or wait until they have also testified? Then 
we will proceed, if we may, starting on your left, and proceed around. 

I think we might have a recess ‘for whatever time it takes for the 
siren to finish. [ Br ief pause. | 

May we proceed ? 

Mr. Crarx. Mr. Chairman, members of the committee, ladies and 
gentlemen, I have made a few speeches in my life, but never any with a 
fanfare such as this. 

I am Ralph Clark, General Petroleum dealer and president of the 
Southern California Service Station Association, and I have been in 
the service-station business for over 16 years. First of all, I would 
like to say that General Petroleum Corp, has met.with the ‘Southern 
California Service Station Association every time that a meeting has 
been requested, and I honestly feel that they desire to have good dealer- 
supplier relations and are working to solve the problems of the General 
Petroleum dealers. 

However, there are 3 or 4 areas that I would like to explore before 
the committee. Trade area pricing policies, spot pricing methods, 
Chicago plans, and other such fictitious methods of controlling, stipu- 
lating, or suggesting the retail price of gasoline, help to keep the retail 

gasoline market in a continual uproar. Perhaps you, yourself, have 
noticed that the closer it came to the time for this committee hearing, 
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the price signs started hibernating, retail prices of gasoline suddenly 
start up. Asa consequence, when you arrived your committee found a 
fairly peaceful community where there appears to be few problems. 

However, the problems that are here are problems that affect every 
gasoline retailer. General Petroleum Co. does not require me, nor 
have they ever required me to sell gasoline at any price stipulated or 
suggested by them. In a depressed price condition I receive a subsidy 
to meet competition. However, I do not have to lower my price unless 
I so desire. This problem of company dictated price does not bother 
me. Trade areas established by the major oil companies represents 
the problem that I believe is basic to all dealers. I believe that I am. 
entitled to purchase gasoline at the same price as any other General 
Petroleum dealer other than freight differentials established by the 
Interstate Commerce Commission. <A trade area in many cases Is de- 
fined by oil companies as 2 blocks and in some instances 6 blocks, and 
in still others, 10 blocks. Some dealers find that they are in a trade 
area by themselves even though there may be 3 or 4 other service sta- 
tions around in the same neighborhood. I know that competition, 
which is the real competitive force, extends in ms ny cases for as many 
as 17 miles. It is practically impossible for a service station to obtain 
a trade area designation from a supplier that is fair for the simple 
reason that oil companies use a certain amount of dealer stations to 
make up for any loss sustained through other outlets. This in effect 
amounts in many cases to locality price discrimination which aids in 
destroying competition rather than promoting competition. As long 
as sales are made out the back door by major oil companies and as long 
as oil companies are able to operate company operated stations in 
competition with their own dealers, and as long as oil companies are 
able to use consignee agreements to control the retail price of gasoline, 
and as long as price discrimination is placed into existence through the 
use of subsidies, rebates, and special allowances, and as long as there 
are stamps, premium, and giveaways, and as long as there are retail 
gasoline price signs displayed at service stations, that is about how 
long there will be gasoline price wars in the United States, in Cali- 
fornia, and in the Los Angeles metropolitan basin. 

All of the above subjects have direct effect on the retail price of gaso- 
line, and I frankly am sick and tired of listening to the beautiful 
stories that I have heard by some of the oil companies that have testi- 
fied. My company knows that I am opposed to trade area pricing 
methods, subsidies, rebates, and special allowances, and most assuredly 
to the sales they make out the back door at prices lower than they sell 
tome. I believe that if I want to be competitive with offbrand gaso- 
lines, that I should be able to buy some offbrand gasoline from my own 
supplier, so I can remain competitive without destroying my income. 

From the testimony that I have read and heard at this hearing I 
would think that some of the major oil companies should be ashamed 
to meet their dealers face to face after openly admitting the gasoline 
they sell out the back door is the same which they sell to their own 
dealers. 

I am definitely in favor of every recommendation made here today 
by the Southern California Service Station Association and I sincerely 
hope that this committee will give serious consideration to possible 
corrective measures in the petroleum industry. 

Thank you. 
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Mr. Roosrveit. Does counsel have any questions? 
Mr. Nexus. I think it would be best to hear all the statements first. 

Mr. Roosrverr. We will save our questions until the end. 

Would you proceed next, please ¢ 

Mr. Martin. Yes. 

_ Mr. Chairman and committee, I am Al Martin, Shell Service Sta- 
tion dealer and vice president of the Southern California Service Sta- 
tion Association. I have been in the service-station business for sev- 
eral years and I consider it a pleasure to be able to be present here to 
present the views of the Shell Oil dealers who are members of the 
Southern California Service Station Association. 

During the past 2 years I have seen considerable improvement in 
dealers’ supply relations between Shell Oil Co. and Shell Service Sta- 
tion dealers. There are still many problems which face the Shell Oil 
dealers, and these are the ones I would like to discuss before the com- 
mittee. 

On April 23 and 24, 1957, it was my pleasure to attend a 2-day session 
of Shell Oil Co. dealer-supplier council meetings, at. which time there 
were 21 Shell dealers, 3 of whom were members of the Southern Cali- 
fornia Service Station Association. Two of them were selected by 
the dealers present to represent Shell Oil dealers in a top level man- 
agement meeting in San Francisco in the near future. Their other 
member was an alternate. Although dealer-supplier council meetings 
are not the complete answer to our problems, I feel that considerable 
progress has been made and will continue to be made in the future. 
One subject that was brought to our attention in this recent meeting 
was the Shell Oil dealers were free to establish their own retail prices 
even though they were subsidized by Shell Oil Co. to meet competitive 
prices. 

I notice that Shell has made this statement before the committee 
also, and evidently there has been some misunderstanding between 
top management and the field representatives. I have never been 
able to receive a subsidy unless I sold gasoline at prices stipulated by 
them. Trade area pricing methods of Shell Oil Co. change quite fre- 
quently to provide benefits to the Shell Oil Co., and it is not unusual 
to find that you are the only dealer in your trade area. This practice 
is one of the basic roots of retail gasoline price wars, and I believe 
that the only suitable solution is to let every dealer purchase gasoline 
at the same wholesale price other than freight differentials. 

This would give every Shell dealer the opportunity of equal pur- 
chasing rights. The Shell dealer would be free at all times to estab- 
lish his own retail price of gasoline without the interference of the 
company. 

In this respect. I would like to inform this committee that 16 of 
the 21 dealers present selected by Shell Oil Co. to attend a dealer- 
supplier council meeting on April 23, 1957, voted to eliminate sub- 
sidies and rebates and special allowances. I am in complete agree- 
ment with the recommendations that have been made by the Southern 
California Service Station Association of which I am a member of 
the executive committee. I will be glad to answer any questions that 
the committee so desires in reference to any problems connected with 
our affecting the service station business 

Thank you. 

Mr. Roosrvert. Thank you, Mr. Martin. 


92285—57—pt. 321 
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Mr. Serutvepa. Mr. Chairman, I am Steve Sepulveda, Chevron, 
dealer and vice president of the Southern California Service Station 
Association and have been in the service-station business for approxi- 
mately 25 years. After reading the testimony of Standard Oil Com- 
pany of California, I find that I am a very successful businessman, 
am enjoying a healthy income, and have no troubles or worries what- 
soever, and perhaps they are right. However, I would like to point 
out to you that I desire to classify myself as an independent business- 
man, and, thoroughly enjoy living in an atmosphere of this type. 
Many times this position is jeopardized because I find my own 
company in competition with me through their company-operated 
stations which work a hardship on my place of business because Stand- 
ard Oil Co. not only company operates a number of stations which 
compete with the Chevron dealer, but they also sell gasoline out the 
back door to jobbers, distributors, and so forth, and this gasoline 
eventually winds up in a station in my neighborhood which also creates 
another competitive headache. They also then use this same outlet, 
rebrand station, and post prices at company-operated station which 
are 2 cents above this rebrand station. 

Now, this problem is very simple: According to the statements 
of Standard Oil I am a thriving businessman because they give me 
a subsidy—if I happen to be in the same trade area to meet their com- 
petition at the company-operated station. This particular situation 
can only exist for a certain period of time because a Standard Oil 
credit card is good at the company station as well as mine, plus the 
fact that practically all major credit cards are honored at rebrand 
stations. This situation gradually draws my business away, and then 
I am forced to meet the competition that was created, fostered, and 
promoted by the company in the first place. This, of course, then 
costs me dearly in margin of profit because we have one of the lowest 
guaranteed margins in the oil industry anyhow. I have had some very 
good business dealings with my company as a Chevron dealer, but I 
do not like to have to compete with other Chevron dealers plus my 
own company and plus the rebrand dealer to whom my company sells. 
It is not justifiable competition, nor is it fair to any Chevron dealer 
nor is it fair to any other major gasoline retailer when this type of 
condition exists, which is definitely detrimental to the service station 
dealer. I have never had trouble with TBA purchases, and I operate 
my station the hours that I desire and that are most profitable to 
me, and in general the relations with my supplier have been very 
good. : 

However, it is a custom for Standard Oil Co. to keep their dealers 
dispersed and not have dealer-supplier council meetings, which I be- 
lieve would be of benefit to all Chevron dealers as well as the supplier. 
I appreciate the fact that Standard Oil Company of California be- 
lieves that my customers belong to them just because they use the 
Standard Oil Co. credit card. This is another basic problem that 1s 
not recognized by suppliers and especially mine. Any customer who 
drives into my station is my customer, and Standard Oil Company of 
California does not have any dealings with them or direct dealings. 
If a customer complains, I don’t get the complaint until it has trickled 
through the Standard Oil channels, and they have to send them a 
letter. The public over a period of years has come to believe that the 
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service station dealer is an employee of the company, and dealers are 


going to have to do a terrific job to dissolve this idea from the public 
mind. 

Thank you very much. 

Mr. Roosrvett. Thank you, Mr. Sepulveda. 

Mr. Macia. Gentlemen, I am Harry E. Macia, Union Oil dealer and 
have been in the service station business 4 years and have been allied 
with the service station business for a period of 5 years previously. 

I operate my service station under a consignment agreement with 
Union Oil Company of California, and I also have a basic ground lease 
of 1 year which expires June 15, 1957. 

On July 19, 1956, I filed a letter of price discrimination with the 
Union Oil Company of California. I offer as evidence a copy of the 
reply that I reecived from Union Oil Company of California dated 
August 14, 1956, which demands that I sell gasoline for the prices 
authorized by Union Oii Company of California. 

(The correspondence referred to is as follows :) 


JULY 19, 1956. 

Dear Mr. Taytor: I would like to eall your attention to the service station 
located at 6749 South Rosemead, Rivera, Calif. The station mentioned is retail- 
ing regular gasoline at 26.9 cents per gallon and ethyl gasoline at 31.4 cents per 
gallon. He is receiving 244 cents per gallon subsidy on regular gasoline and 
is receiving 24% cents per gallon subsidy on ethyl gasoline. His normal tank- 
wagon price is 23.9 cents per gallon on regular gasoline and 27.9 cents 
per gallon on ethyl gasoline. My retail prices for regular gasoline is 31.9 cents 
per gallon and ethyl gasoline is 35.9 cents per gallon. My tank-wagon price for 
regular gasoline is 23.9 cents per gallon and 27.9 cents per gallon for ethyl gas- 
oline. The station mentioned above and myself purchase gasoline from the same 
bulk plant located at Rosecrans Terminal and Santa Fe Springs. 

In accordance with section 2 of the Clayton Act as amended by the Robinson- 
Patman Act, section 3 of the Clayton Act, section 1 of the Sherman Act, and sec- 
tion 5 of the Federal Trade Commission Act, it is my understanding that I am 
entitled to purchase gasoline at the same price as my competition which is the 
station cited above. Therefore, I am requesting that my tank wagon price be 
lowered to the same price as the above cited station. I do not desire to lower my 
retail price of gasoline and I respectfully request that a written answer be given 
to me just as soon as possible. 

Yours very truly, 
DEALER SIGNATURE, 
Address, City, and State. 

Ce: Federal Trade Commission, Washington, D. C., Judge Leon Yankwich, Los 
Angeles Superior Court, Los Angeles, Calif., Attorney General Brownell, Washing- 
ton, D. C., Attorney William C. Dixon, 417 South Hill St., Los Angeles, Calif., 
Southern California Service Station Association, 1201 West Adams, Los Angeles, 
Calif., George Haddock, Chief, west coast offices, Antitrust Division, Department 
of Justice, Los Angeles, Calif. 


UNIoN Ort CoMPANY oF CALIFORNIA, 
Los Angeles, Calif., August 14, 1956. 
Mr. Harry E. Macta, 
SS-4359, 10208 South Lakewood Boulevard, Downey, Calif. 

Dear Mr. Macta: The form letter you filled out dated July 19, 1956, regarding 
gasoline prices has been received. 

Th® consignee dealer to whom you refer is not receiving a subsidy of any 
kind. He, like yourself, operates under a consignment agreement with us, under 
which he is obligated to sell our consigned gasolines at the prices from time 
to time specified by us. On such sales he receives a commission determined 
under the provisions of the agreement. You are also obligated to sell our con- 
signed gasolines at prices from time to time specified by us in accordance with 
the provisions of our consignment agreement with you and we are obligated to 
pay you a commission on such sales as provided in that agreement. 
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Your authorized selling prices are the same as that of the consignee dealer 
to whom you refer in your letter and the commission provisions of your respec- 
tive agreements are the same. Neither your station nor his “purchase” gasolines, 
nor do either of you pay a tank wagon price therefor, or any other price. 

You state in your letter that your retail price for regular gasoline is 31.9 
cents per gallon and for ethyl gasoline is 35.9 cents per gallon. These are 
substantially in excess of the prices at which you are authorized to sell under 
our agreement with you. Our representatives have advised you of this, and 
that your authorized retail price is 26.9 cents per gallon for regular gasoline 
and 31.4 cents per gallon for premium gasoline. 

Demand is hereby made upon you that you comply with the terms of our 
agreement to sell our gasoline at the prices authorized. Your failure to do so 
is grounds for cancellation of our contract with you. 

Yours very truly, 
R. LINDEN. 


Union Ort, COMPANY OF CALIFORNIA, 
Los Angeles, Calif., August 17, 1956. 
Re service station No. 4359, revocation and termination of consignment agree- 
ment Dated June 15, 1956 
Mr. Harry E. Macta, 
10208 South Lakewood Boulevard, Downey, Calif. 

Deak Mr. Macta: Heretofore you received our demand that you, consignee, 
comply with the terms of that retail dealer consignment agreement between us 
dateu June 15, 1956, and particularly with that provision requiring you to sell 
our gasolines at the prices from time to time specifically authorized by us in 
writing (sec. 2, subsec. 2). 

You have refused to comply with this provision and continue to breach this 
agreement and refuse to fulfill your obligations in this regard. 

Therefore, pursuant to section 9, and effective August 20, 1956, Union Oil 
Co., consignor, does hereby revoke and terminate this agreement, and demand 
is hereby made that you return all consigned gasolines to us and pay all sums 
due immediately. 

Very truly yours, 
R. LINDEN, 

Mr. Macta. I refused to comply with this request, and on Saturday, 
August 18, 1956, my district manager of Union Oil Co. visited my home 
at approximately 9: 30 a.m. and presented me with a letter from Union 
Oil Co. dated August 17 that effective August 20 I was to pay all sums 
due Union Oil Company of California. On August 20, at approxi- 
mately 9 a. m., my district manager arrived at my station and de- 
manded payment for all gasoline that belonged to Union Oil Co. On 
Friday night, August 17, prior to the time that the letter of August 17 
was received by me, Union Oil Co. unloaded another load of gasoline 
which made a total of approximately 21,000 gallons of gasoline. Due 
to the fact that I was notified on Saturday that I would have to have 
the money Monday morning before the banks had opened and the fact 
that I had received an extra load of gasoline that I did not order, it 
was necessary for me to borrow money from my parents to pay the 
complete total bill of over $6,100. 

To make a further purchase of gasoline, I was instructed, first ver- 
bally and then by letter, to go to Santa Fe Springs marketing station, 
which is approximately 4 miles from my service station, 48 hours prior 
to delivery to pay in advance with credit orders and check fpr the 
approximate amount of the purchase. 

After I was on this type of a purchase arrangement, payment in ad- 
vance, Union Oil Co. increased their guaranteed margin of profit to 
the Union Oil consignee dealers from 3.25 cents per gallon regular 
gasoline after rent and 3.75 cents per gallon on Royal gasoline after 
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rent to 4.6 cents per gallon on regular gasoline after rent and 5.1 cents 
er gallon on Royal gasoline after rent. This occurred around Septem- 
er 2. The Union Oil Co. dealers in my area reduced the retail price 
of ii to the prices stipulated by Union Oil Co., and I immedi- 
ately requested the same guaranteed margin of profit that the con- 
signee dealers were obtaining so that I could meet their competitive 
prices. 

Carlos Knight, my district manager of Union Oil Co., told me that 
I could not have price war protection because I was not a consignee 
dealer and could not get the protection unless I wrote a letter to Union 
Oil Company of California requesting that I be placed back on con- 
signment. Due to the fact that I was losing a considerable amount of 
business because of other Union Oil dealers in my vicinity, I was 
forced under economic pressure to write a letter to Union Oil Co. 
requesting that I again be placed on consignment. 

Mr. Caldwell of Union Oil Co. informed me it was merely a form- 
ality a I would probably be back on consignment that afternoon. 
However, 3 days later I was telephoned by my district manager and 
told my request had been turned down. On or about September 19 
my district manager of Union T Co. telephoned me and said that 
he had to see me immediately. I said that I could go back on my con- 
signment. When I originally sacl the consignee agreement on or 
about July 1, 1956, I told Carlos “Knight at that time ‘verbally that I 
would not let him or any person dictate the prices of retail gasoline 
on my station and so control my margin. Mr. Knight replied at that 
time that we would cross that bridge when and if it came up. 

In December 1956 Union Oil Company of California increased the 
retail price of gasoline on regular one-half cent per gallon with no 
margin increase for the dealer. When this happened, I raised the 
retail price of my gasoline to go back to my full margin. The retail 
representative of Union Oil Co. came into my station and asked me 
on his price survey what prices I was selling g gasoline. I told him that 
the price at which T was selling my regular gasoline, and he said that 
I was a half a cent higher than the price authorized by Union Oil Co. 
and that I would not get any more margin because the wholesale price 
would be increased a like amount and that I would merely be making 
more money for Union Oil Co. 

[ immediately telephoned my district manager to confirm this, and 
he said that the statement made by the retail representative was correct. 

In January 1957 Carlos Knight, my district manager of Union Oil 
Company of California, came to my station and said, “Macia, we have 
been having a lot of trouble, and you don’t seem to be too happy. Why 
don’t you just give us a mutual cancellation on this station and the 
Union Oil Co. will company-operate it.” I replied that I did not 
want to sign a mutual lease cancellation due to my lease expiring on 
June 15 and that I wanted to continue to operate the station. 

In early February 1957 I requested to cancel my consignee agree- 
ment again with Union Oil Company of California and was refused 
by the distributing manager. 

Thank you. 

Mr. Roosrvetr. Thank you. Mr. Macia. 

Mr. News. Mr. Chairman, this is Mr. Brock, about whom there 
was testimony yesterday. He has no prepared statement. However, 
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I would like to ask him one question, if I may, to include in the picture 
of the testimony given yesterday. 

Mr. Brock, are you familiar with the testimony given the day before 
yesterday by Mr. Rath of Union Oil Co.? 

Mr. Brock. Yes, sir. 

Mr. Netxis. Do you have any comments or additions or corrections 
you wish to make to that testimony ? 

Mr. Brock. Well, I would like to say that on April 5 my district 
superintendent called me and told me they were dropping the price of 
gas on the Royal gas 2 cents and if I would go back on consignment 
they could take care of me, otherwise they couldn't, and I would prob- 
ably go broke if I stayed off consignment. 

Mr. Neus. By “taking care of you” you mean you would get the 
subsidy if you went back on consignment ¢ 

Mr. Brock. Yes, but I wouldn’t if I stayed off consignment. 

Mr. Neuuis. What was the name of the district supervisor who told 
you that? 

Mr. Brock. Mr. Monroe. I told him I wouldn’t go back on con- 
signment and I would take it up with the Government. 

Mr. Netxis. And then what happened ? 

Mr. Brock. Then I wrote to the Government on April 14. That 
was the letter that you read in court the other day. 

Mr. Netxiis. Would you speak up, Mr. Brock? Was that the letter 
to which 

Mr. Roosrvert. Just a second. I will ask the reporter to repeat the 
last two questions from Mr. Nellis, if you would, and the answers of 
the witness. 

(The record was read.) 

Mr. Neus. Now, Mr. Brock, will you speak up so everyone can 
hear you? 

Mr. Brock. Yes. 

Mr. Netuis. Do you recall Mr. Rath’s testimony on Wednesday of 
this week in which he said that there was an adjustment made with 
you that morning ? 

Mr. Brock. Yes. 

Mr. Nevius. Was there an adjustment made? 

Mr. Brock. Yes. I went back to the station from the hearing that 
morning, and that noon the superintendent brought me a check for 
the money that I had overpaid them above what the other dealers 
were paying for the past 2 months. 

Mr. Netuis. Now, Mr. Brock, you are not a lessee, are you? 

Mr. Brock. No, I own my own station. 

Mr. Netuis. You own your own station, and you have been a Union 
Oil dealer for some time, isn’t that correct ? 

Mr. Brock. Twenty-two years in that one location. 

Mr. Netuis. Are you on consignment now ? 

Mr. Brock. No, I am not. 

Mr. Netuts. Has anything happened with reference to putting you 
on consignment since this correspondence with our committee ? 

Mr. Brock. No. 

Mr. Nexis. Does the chairman desire to question the witness fur- 
ther ? 

Mr. Roostvett. Do you have anything else, Mr. Brock, that you 
want to add at this time? 
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Mr. Brock. Well, I would like to add that I woud like to see a law 
which would mean millions more to the Government in revenue—and 
in that way they might be able to cut taxes. 

Mr. Roosevett. Thank you, Mr. Brock. 

The next gentleman. 

Mr. Prrratuea. Mr. Chairman, I am Eugene Pittaluga, Texaco deal- 
er and adviser to the executive committee of the Southern California 
Service Station Association, and have been in the service station busi- 
ness for over 20 years. The spot pricing method of the Texas Co. and 
the trade area methods used by the Texas Co. I believe are detrimental 
to all Texas Co. dealers. I am not free to set my own retail prices if 
I am subsidized by the company to meet the competitive price condi- 
tions. If I raise my prices above those stipulated to by the company, 
they will immediately withdraw the subsidy because I do not meet 
competitors’ prices as suggested by them. 

As stated in their letter to me dated October 18, 1956, I am free to 
set my own retail prices, and it is a matter for my own sole judgment 
and decision as an independent businessman, and yet in the same breath 
they say that the arrangement is clearly voluntary on their part and 
may be changed or discontinued at anytime. The time that they elect 
to change the arrangement always happens when I decide to sell above 
the price recommended by them. 

I have never had any trouble with TBA purchases, leasing arrange- 
ments, hours of operation, or pressure from the representatives of the 
Texas Co. My company does not sell gasoline out of the back door and 


‘consequently has adopted a policy of staying within 2 cents of the 


minor operators who purchase products in this manner. Every Texaco 
dealer is aware of this policy, and it is a constant problem to the pric- 
ing condition in southern California. The 'Texas Co. has never failed 
to meet with any committee of dealers selected by the association, and 
they constantly have under advisement many suggestions that we 
have presented. I know that we need a longer lease, and I also know 
that we need some type of protection for dealers who are on a short- 
or long-term lease. 

During the past 2 years I have seen a tremendous change in dealer- 
supplier relations for the betterment of the industry, and even though 
I do not think that any oil company is lily white, many of the problems 
that faced the Southern California Service Station Association in its 
infancy are gradually disappearing, and we expect to alleviate many 
more of these in the near future. 

I am wholeheartedly in agreement with the recommendations that 
have been made by the Southern California Service Station Associa- 
tion, and I sincerely hope that they will be given serious consideration 
by this committee. 

Thank you. 

Mr. Roosevett. Thank you, Mr. Pittaluga. 

Mr. Wotre. Gentlemen, I am John Wolfe, Tidewater Oil Co. dealer 
and a member of the Los Angeles chapter, board of directors of the 
Southern California Service Station Association. 

Mr. Netuts. Would you speak up? We can barely hear you. 

Mr. Worrr. I have been in the service-station business for over 15 
years. I have very few difficulties with Tidewater Oil Co. However, 
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I would like to tell this committee some of the constant threats that 
have been made to me even though I refuse to sell at the retail prices 
suggested by the Tidewater Oil Co. representatives when I am being 
subsidized to meet competitive depressed prices. 

On or about March 10, 1957, Mr. Al Berger, former area supervisor 
for the Tidewater Oil Co. told me that since I refused to sell at the 
prateotes level suggested by Tidewater for retail price of gasoline, that 

should terminate my lease with them. Naturally I did not sign a 
mutual lease cancellation notice nor do I intend to, and besides, I find 
that Tidewater Oil Co. has testified that I am free to set my own prices 
anyway, which I certainly was not aware of before. Normally this 
may be true, but when the time comes for me to receive a subsidy, the 
same as other Tidewater dealers in my area, I find that my trade area 
has been changed to exclude me from that particular territory which 
affects me. The trade area fluctuates from day to day in accordance 
with the wishes of Tidewater Oil Co. and is not based on competitive 
channels that the public normally patrols. I frankly am amazed to find 
that my company is selling gasoline out the backdoor at lower prices 
than they sell to me, and I can’t understand why they deliberately 
create a disturbance of this type when they know that it forces not only 
Tidewater dealers into a price war, but other major brand dealers of 
companies who do not sell in this manner. I definitely am going to 
order some of that gasoline and start selling it instead of what I order 
now, and then I will be able to meet off brand competition and still 
make about the same margin as I do now. I am definitely in favor of 
the recommendations made by the Southern California Service Station 
Association to this committee, and I assure you that the next dealer- 
supplier council meeting that we have with Tidewater Oil Co. will be 
interesting and informative because I have received an education in the 
refining and distribution of gasoline. I honestly did not know that 
my supplier supplied gasoline to service stations that are in competi- 
tion with me at prices that are considerably lower than what I have 
to pay. I think it would be good for this area to have a congressional 
hearing every month. Perhaps the entire petroleum industry would 
fall to and clean up this mess. 

Thank you. [Laughter and applause. | 

Mr. Roosrvetr. There must be no demonstration at the hearing. 

I would just like to comment, Mr. Wolfe, that it is physically impos- 
sible to hold a congressional hearing every month. 

The next witness, please. 

Mr. Scuimxke. Gentlemen, I am Gordon Schimke, Richfield oil deal- 
er and treasurer of the Southern California Service Station Association 
and have been in the service station business for 10 years. With all 
due respect to Mr. George Miller of Richfield Oi] Corp., I believe that 
the committee should be made aware of the difference between top 
management’s statements and the conditions that exist in the field. 
Mr. Miller has testified before this committee that the gasoline sold to 
Byron Armour Oil Co. was the same gasoline that was sold to Richfield 
dealers. However, I attended a Richfield dealer-supplier meeting on 
April 24, 1957, that was presided over by Mr. Bagby and Mr. Ander- 
son, and they stated that Richfield gasoline sold to the Armour Oi] Co. 
was definitely not of the same grade as Richfield and was referred to 
by them that it was Mexican ethyl. 
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Mr. Roosevett. Iam sorry. I didn’t catch that. 

Mr. Netuts. What was that last ? 

Mr. Scurmke, They referred to it a number of times as being Mexi- 
can ethyl, a lesser ethyl. 

I respectfully request of Richfield Oil Corp. that I be allowed to pur- 
chase this Mexican ethyl at my station so 1 can retail it at 28.9 cents 
per gallon just the same as Byron Armour Oil. This practice of pol- 
icymaking at the top-management level is fine except that the other 
personnel hired by Richfield Oil Corp. are not aware or evidently are 
not supposed to know what is happening. 

On Thursday, November 8, 1956, Charles Mitchell, Richfield dealer, 
Al Williams, Texaco dealer, Art Rubin, General Petroleum dealer, and 
John A. Touhey, our executive secretary, were present at the Fed-Mart 
Discount House service station when a Byron Armour tanker drove in- 
to the station and dumped a load of gasoline about which the driver 
said it was loaded at the Richfield refinery in Los Angeles, Calif. At 
the same time Charles Mitchell purchased a case of Richfield extra- 
duty Rich lube motor oil at retail for $6.02 per case, which is consider- 
ably under the wholesale price that a Richfield dealer has to pay at his 
station. 

I might add there that it is $1.26 cheaper than we can buy it whole- 
sale at our station. 

Mr. Newuis. Mr. Chairman, may I ask a question about that, very 
briefly, because I think it is important / 

Mr. Roostvetr. You may proceed. 

Mr. Nevius. Mr. Armour stated that that difference in price was due 
to a quantity discount, that if Richfield dealers could buy in quantity, 
they could buy it cheap enough so that they could sell it at that same 
$6.02 price. 

Mr. Scutmxke. I do not think there is any price possible under a 10 
percent carload price that we can buy oil cheaper, and no service sta- 
tion is able to store a carload, and if they did take a carload, I don’t 
think it would be below a 10 percent discount, and a dollar discount is 
much more than 10 percent. 

Mr. Tounry. Mr. Nellis,excuse me. May I state now that I will get 
the Richfield dealers in the Southern California Service Station Associ- 
ation to purchase oil in that same quantity so they could get that price, 
and I will provide the storage from the association. 

Mr. Netuts. Proceed. 

Mr. Roosevet. Proceed, please. 

Mr. Scuim«r. As evidenced by the cash ticket that has been turned 
in to the committee. Rich lube extra-duty motor oil is still being 
retailed for $6.02 per case at the Fed-Mart Discount House service 
station, and we also have submitted to the committee a cash ticket 
from Richfield Oil Corp. that clearly shows that Roland Martin, Rich- 
field oil dealer, paid $7.29 per case for the same identical oil at whole- 
sale. 

On August 26, 1955, Mr. William King of the Richfield Oil Corp. 
wrote a letter to the Richfield dealers in San Diego and stated that the 
Armour Oil Co. was distributing oil products to the Fed-Mart Dis- 
count House service station and that Richfield was sorry, but the 
had no control over Richfield products being distributed throug 
Armour Oil Co. Eighteen months later another official of Richfield 
Oil Corp. stated that he had no idea where the oil products were com- 
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ing from. He also stated that they must be arriving through bootleg 
methods and that they were not coming through Armour Oil Co. 
It appears to me as a Richfield dealer that Mr. Miller has had 18 
months in which to walk across the hall of Richfield Oil Corp. and find 
out from Mr. King that the oil is being sold by Armour Oil Co. 

Richfield Oil Corp. uses a trade area pricing method that is detri- 
mental to the successful operation of a service station. Many times 
during depressed price conditions a dealer suddenly finds that his 
trade area has been changed to best suit Richfield Oil Corp. and is not 
based upon legitimate competitive price conditions. Richfield Oil 
Corp. gives subsidies during depressed price conditions. 

owever, the dealer is forced to sell at the stipulated price previ- 
ously stated by Richfield Oil to obtain the subsidy. If a Richfield 
dealer sells above the stipulated price suggested by Richfield, his sub- 
sidy is immediately withdrawn, or his subsidy is cut to agree with the 
lans as established by Richfield. Master-lease operators have a dif- 
erent type plan known as factor S, and in cases of depressed price 
condition, where they are forced to lower their retail prices, Richfield 
takes part of their rental money away rather than give them a subsidy 
in addition to their normal station rent. These master-lease oper- 
ators either pay a landlord monthly rent or they own their own prop- 
erty outright. 

Richfield Oil Corp. also uses a service station rental plan based on 
gallonage that practically deprives the Richfield dealer of the right — 
to purchase gasoline from sources other than Richfield. As long as I 
purchase Richfield gasoline, my rent actually amounts to three-quar- 
ters of a cent per gallon. However, if I purchase gasoline other than 
Richfield, my rent is 214 cents per gallon. This makes it practically 
of no use, even if I desired to sell other brands. 

In reading many statements of oil companies, and particularly Rich- 
field, I have noticed that each company has built up the idea that the 
service-station dealer is in a fantastic healthy business and that the 
profit margins are good. I note on page 8 of the Richfield Oil state- 
ment that the Richfield dealer is subsidized to the extent of 75 percent 
of such decrease until the retail price reaches tank wagon, at which 
time the Richfield dealer is realizing a margin of 414 cents a gallon. 
Richfield then guarantees this 414 cent margin as a minimum, irre- 
spective of further decrease in retail price. Frankly, I guess I am not 
a Richfield dealer or else I have not been paying much attention. I 
just wonder if the service-station rent comes out of the 414 cent mar- 
gin and also what happens when the price starts going back up. This 
is one point that is never considered by an oil company. Instead of 
both the company and the dealer sharing equally in any margin that is 
obtained by going up, the company enjoys the show. I only gain one- 
quarter cent per gallon while the company takes three-quarter cent 
per gallon. 

Many other subjects could be discussed in this statement. However, 
I feel that perhaps the committee would like to have questions an- 
swered, and I will be most happy to cooperate wherever possible.. 
Thank you. 

Mr. Roosrevert. Thank you, Mr. Schimke. 

Mr. Touhey, suppose we start with you. 

Mr. Touney. Yes; I figured you would. 
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Mr. Roosrveur. May I call your attention to your recommendations 
that you have made. In A and B, I presume that you would be per- 
fectly agreeable to the companies, however, operating an agreed-upon 


limited number of training stations in order to secure proper training 
personnel. 


Mr. Touney. Definitely. 

Mr. Roosrvetr. And that your objection to the company-operated 
station is on the grounds given by the others who have mentioned it in 
that it creates a degree of unfair competition to the dealer station of 
the same company. 

Mr. Tounery. It creates more than that, too, Mr. Roosevelt, sir. 

Mr. Roosrvert. In what way ? 

Mr. Tounry. There are many ways. It is easy to assume that any 
oil company is a price leader or a price follower. Over a period of the 
last 2 years Standard Oil has led the market—in some instances in the 
wholesale-price increases of gasoline; in some instances in raising the 
retail price of gasoline first; but where the biggest trouble is, is they 
market in three different types of operations that we are vitally con- 
cerned with as gasoline retailers. No. 1, of course, is a company-oper- 
ated station, red, white, and blue brand. No. 2, of course, is the Chev- 
ron dealer who is supposed to be independent, and of course the third 
is the rebrand gasoline; and what happens is, by marketing toa rebrand 
station, Standard Oil Co. themselves have adopted a policy of staying 
within 2 cents of that rebrand station, excluding that Chevron dealer. 

Now Standard slides by this by saying, “Well, even though we lower 
our price at the red, white, and blue station, we will give you the sub- 
sidy whether you lower yours or not to the Chevron dealer.” Natu- 
rally this puts the Chevron dealer ina sandwich. There is no question 
about it. Over a period of time the Standard Oil credit card will draw 
his business out of that station. There is just no question about it, 
and——. 

Mr. Roosevett. In other words, even though the Chevron dealer 
temporarily is subsidized, he is losing his customers to the Standard 
Oil station. 

Mr. Tounery. Absolutely, sir, absolutely; yes, sir. 

Mr. Rooseveir. Of course the answer given to the committee is that 
the Standard Oil station is not generally located in an area competitive 
to a Chevron station. Have you instances or can you provide to the 
committee instances where a Standard Oil station is in competition 
with a Chevron station ¢ 

Mr. Touney. Oh, definitely. I would be glad to submit that to this 
committee. I can’t do it right this minute. 

Mr. Roosevect. It is suggested by counsel we ask the Chevron dealer 
whether this is true or not from your knowledge. Are you in compe- 
tition with any Standard Oil stations? 

Mr. Serutvepa. No; I am not—that is, my station isn’t—but on the 
boulevard, every three blocks, Chevron, Standard, Chevron, Standard. 

Mr. Roosevett. Then I will ask the association to give us names and 
locations that we may have specific examples of it. 

In your recommendations D and E you ask that the committee try 
to secure strict enforcement of antitrust laws by the Department of 
Justice and the Federal Trade Commission. I would like to call the 
attention of the association to the fact that the testimony by the top 
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officials of each of those agencies of the Government indicates that they 
are doing the very best that can be done within the limitations of the 
personnel allowed them and the money allowed them; and I would 
like to point out to the association that the practical facts of life are 
that they already have, upon this one field of operation, an almost dis- 
proportionate number of their personnel working on the regulation 
or the problems of the petroleum industry, and if you want to turn 
the Department over entirely to the petroleum industry, that is one 
thing, but this isn’t practical either; so I think that you should give 
serious consideration to the fact that the recommendations you make 
in D and E may not be feasible under the existing law; that it is im- 
possible, as you know, for instance, to get the litigation now in proc- 
ess between the Department of Justice and certain of the oil com- 
panies, litigated over a reasonable period of years. In other words, 
it has gone for a good many more than 4 or 5 years. Therefore, I 
think that serious consideration should be given by the association to 
perhaps a different method of enforcement, and I am not prepared 
and certainly the committee is not prepared at this time to announce 
that it is in favor of any radical change because frankly we haven’t 
thought the matter through, and we are seeking help and advice in 
doing, it. 

One thing I can say as an individual and not for the committee, I 
am impressed by the fact that generally, where different parts of in- 
dustries are equally organized, they accomplish their aims and their 
purposes to work out their problems. Where they are not organized, 
there is greater difficulty to arrive at them, and I am encouraged and I 
am sure the committee is encouraged, by the fact that all of you wit- 
nesses have stated that the conditions have improved very definitely 
in the last 2 years, during which these problems have been discussed ; 
and I am also impressed by the fact that nearly each and every one of 
these witnesses have stated that by and large their problems are im- 
proving within the industry, which gives me hope that if the industry 
and you as a part of it will concentrate on working these things out, 
that little additional Federal legislation is necessary, and that per- 
haps a small amount of legislation which can be used as guides, whether 
on the State level or the Federal] level—certainly I don’t think the 
committee has had the time to analyze or study it—but that basically 
you are on the right track by working out your problems within the 
industry itself. 

Coming down to the recommendation H, that all gasoline be graded 
in such a manner as to let the public know exactly what they are pur- 
chasing, I am sure that you recognize that we had considerable testi- 
mony and questions about that, and if you have any suggestions as to 
the methods by which that might be done, the committee would be 
very grateful for receiving it, because after all the committee is not as 
expert as you gentlemen are in the industry, and if you can give us 
your suggestions as to how to accomplish that, that would be construc- 
tive. : 

With reference to your suggestion I against backdoor selling by 
anybody, I think in general that is a question some of you have testi- 
fied, at least in the case of one company, it doesn’t happen—other com- 
panies have denied that it happens. I think we need, where we can, 
to tie it down specifically to where it does happen, which we have 
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tried to do in one or two instances, but I think we need more specific 
cases of where it is done, and secondly, again how do we practically 
arrive at a control of backdoor ‘selling without instituting a large 
bureaucracy and enlarge the FBI to take on this specific job, which 
again we don’t want to do if we can possibly help it. 

And of course the same comment applies to your suggestion J. 

When we come down to K, that all subsidies, rebates, and special 
:lowances be eliminated, this, of course would, as I am sure all of you 
know, put you entirely on your own, and it would require that again 
there be no under-the-table deals or any other kind of deals because 
otherwise obviously somebody is going to get hurt in the process, 
and it seems to me that this is a suggestion which again should be 
attacked, if possible, on the industry level, because if all of the in- 
dustry would agree to this, then obviously everybody would be on an 
equal footing. However, if only a few do it, the few that adopt this 
policy would be ruined while the others are not in that position, and 
therefore it doesn’t seem to me that it is practical unless you secure 
industrywide acceptance of such a suggestion. 

L is also a suggestion which 1 feel the committee would be 
interested in, in the form of some kind of suggestion as to 
how we would legislate it through public disclosure or some other 
matter of enforcing it, but again it comes down to the specific case 
of just how do you do it without hampering the marketing rights of 
the supplier and enabling him to market the supplies which he has on 
hand and has to get rid of, so again, while the theory may sound 
attractive, it comes down to a question of how do you accomplish it, 
and any suggestions you have on that line after you have given it 
some thought—the committee again would welcome them. 

In relation to M, the committee, as you know, has had testimony 
that many of the companies, and specific ones have been singled out, 
in the past several years found that it was not only possible but 
profitable to extend their lease periods, and the committee has been 
gratified by that, but again it seems to me that that is an example of 
proper organization and proper convincing of the individual com- 
panies with whom you gentlemen deal that this is a useful thing and 
something that the dealers when properly presented with the problem 
will welcome and that will be advantageous to both the dealers and 
the companies in a better dealer relationship. I doubt very seriously 
if this is a matter upon which any legislation is possible, so again it is 
a question that comes right back to you as an association and how 
effective you are as an association in negotiating with the individual 
companies that your dealers represent. 

I think that pretty well covers the recommendations, Mr. Touhey, 
and I want to say that I think you have been most constructive in tne 
presentation of your testimony, and I am sure the committee is 
grateful for that. 

Mr. Tounry. Excuse me, Mr. Roosevelt. Is there any reason why 
you skipped B, sir? 

Mr. Roosrvert. No, I included A and B together, if I remember 
correctly. What I have in mind is that your recommendation for 
the elimination of the company-operated station applies equally to 
the consignee agreements—the two things are pretty well tied to- 
gether—and that in my mind you think of them both as company- 
operated stations under different disguises. 
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Mr. Tovuney. I wish we could prove that. 

Mr. Roosever. Well, after all, that is up to you. But I think the 
committee has a good deal of evidence on the effect of the consignee 
station and whether or not it is similar in its effect, not in its operation, 
necessarily, but in its effect to the company-operated station on the 
independent dealer, and my question was related in A simply to—and 
I suppose it would be also to B. I don’t care whether the training sta- 
tion is a consignee station or whether it is a company-operated station. 
The important factor is that I think the company very reasonably 
could point out that it would be in the best interests of the dealer and 
the entire distribution system to have a way of properly training 
people for its distribution system. 

Mr. Touney. But the consignee agreement is not like the company- 
operated station, sir. 

Mr. Rooseverr. No, not in form, but its effects, I think you would 
say, were fairly similar in many respects. 

im r. Touney. I assume we are going to discuss that, is that correct, 
sir? 

Mr. Roosevetr. What do you mean, “discuss it” ? 

Mr. Touney. Well, Mr. Rath of Union Oil Co. discussed it at length, 
and everything he said was just the opposite of what is in practice. 

Mr. Roosrverr. Well, after all, if you want to be specific and want to 
make some statement about it, that is up to you. The committee has 
received Mr. Rath’s statement. If you want to rebut it, you are cer- 
tainly entitled to rebut it. 

Mr. Tounry. Well, No. 1, I would like to have it in the record that 
there has only been one consignee agreement dealer that we know of 
in southern California that has ever been able to purchase his gasoline 
like they said he could if he wanted to go off the consignee agreement. 
In fact they won’t let him go off the consignee agreement. 

Mr. Hosmer. What company ? 

Mr. Tounery. Union Oil Company of California, sir. 

Mr. Hosmer. Mr. Roosevelt asked you, I believe, for some specifics, 
specific names of dealers. 

Mr. Tovuney. Specific names of dealers ? 

Mr. Hosmer. Specific names; yes. 

Mr. Tounry. Well, I have dozens. Do you want me to go in the 
hall and pick them out ? 

Mr. Hosmer. I think it is well. We have been trying to get a record. 

Mr. Roosevet. Just give us their names. 

Mr. Towner. Here is one, of course, Harry Macia. 

Would all Union Oil dealers come out here, please ? 

Mr. Havx. May we have the locations of the stations as well as the 
names ? 

Mr. Roosevert. Yes. Would somebody tell Mr. Touhey when he 
submits the list that we would like the names and locations of the sta- 
tions at the present time ? 

The committee will take a 5-minute recess. 

(Short recess. ) ; 

Mr. Roosrvett. The committee will be in order, and the committee 
counsel will request the witnesses to return. 

The committee will be in order. and Mr. Touhey, will you continue 
in your answer to Congressman Hosmer’s question, please ? 

Mr. Tovey. I have four names of dealers that are present here, sir. 
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Mr. Roosrverr. Will you please give them and identify them, to- 


‘gether with their stations, addresses. 


Mr. Tovury. Clyde Wilcox, 601 East Foothill Boulevard, Clare- 
mont, Calif. Walter Holt, 4376 Lemert Boulevard, Los Angeles, Calif. 


‘Theodore Sierakowski, 1435 West Whittier Boulevard, Whittier, Calif. 


And of course Harry Macia, 1020 South Lakewood Boulevard, Dow- 
ney, Calif. 

{r. Hosmer. Mr. Touhey, the reason I asked for that specific in- 
formation, is because we have heard some nebulous types of things, 
not ene from you, but throughout hearings elsewhere, and I 
would like to get down to specifics once in awhile. 

Just a couple or three questions about the association. You ascer- 
tain the feeling of your membership through the use of a question- 
naire; is that correct ? 

Mr. Tounry. Not necessarily, sir. We use them—— 

Mr. Hosmer. That is one method. 

Mr. Tounry. Yes, we use them as a guide; yes, sir. 

Mr. Hosmer. Do you also do it in your membership meetings ? 

_Mr. Touney. Usually, yes, sir, or else we ask the questions; yes, 
sir. 

Mr. Hosmer. How often are your membership meetings ? 

Mr. Tounry. General membership meeting once a month, sir, and 
we have a brand dealer meeting once a month, in other words, dealers 
from just one particular brand, and now we have luncheons in each of 8 
chapters 1 day a month, sir. 

Mr. Hosmer. With respect to the specific recommendations you 
made here in your testimony, were those taken up and discussed with 
the whole membership, or was it by action of the board of directors or 
was it a combination ¢ 

Mr. Touney. Well, in reference to the bill, sir, each of the bills was 
taken up in a general membership meeting. The other recommenda- 
tions, sir, were taken up by the board of directors and executive com- 
mittee. 

Mr. Hosmer. How big a turnout will you get for your general 
membership meeting on the average? 

Mr. Tovuney. It is rough to say, sir. You have anywhere from, T 
believe, the minimum was around 150. We have had up as high as 
871, sir. 

Mr. Hosmer. Are any rebrand operators members of the association ? 

Mr. Touney. Yes, sir. 

Mr. Hosmer. I asked this gentleman who testified for Standard 
Oil about that meeting he said he had with you where you refused to 
divulge the names of dealers upon whose behalf you were making the 
complaints. Do youso refuse? 

Mr. Tourney. Well, if you want to put it that way, Mr. Hosmer. 
However, this particular subject wasn’t on the agenda when I went up 
to talk with Mr. Thompson, and in all fairness to him I casually men- 
tioned it in passing because this particular Chevron dealer was a block 
from our office, and he had just happened to come in the office that 
morning and tell us that he had had pressure applied. However, we 
didn’t bring the dealer up here to have it aired because we thought it 
was insignificant, and I would like for you to know also that after Mr. 
Thompson made that statement before the committee we called every 
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Chevron dealer in the association on the telephone the very day he 
said that, and we haven’t found one dealer who said he had TBA 
pressure other than the one man, so I don’t think it is.significant. 

Mr. Hosmer. In other words, that wasn’t a dealer who had asked 
you to represent him to the company on his behalf. 

Mr. Tounery. No. I just knew about it, and it was just casually 
mentioned. 

Mr. Hosmer. You were there on a conference on something of a 
general nature. 

Mr. Tounry. Yes, sir; specific subjects that Mr. Thompson had 
agreed to speak on, sir. 

“Mr. Hosmer. Mr. Clark, I suppose you know that there is an in- 
vestigation going on in Washington now with respect to these trading 
stamps and their effect upon various businesses. What I wanted to 
ask you about, you testified respecting the trade area price differential 
and said that it was too restricted. 

One of the company witnesses told us it might be as close an area 
as within a couple of blocks or so, that they consider a price differen- 
tial area. Do you mean that the area should be unlimited? You mean 
if somebody cuts in Santa Ana, that somebody in Pomono should get 
the same price as the man in Santa Ana or what? 

Mr. Tounry. No, sir. 

Mr. Crark. No, sir. That isn’t our contention at all. Our conten- 
tion is that the only thing that should register any differential on the 
wholesale level at which a dealer pure hases, that includes the rebates 
and subsidies, should be determined strictly on a freight differential 
basis. 

In other words, that if one dealer in a particular area, where it 
doesn’t cost any more to cart the gasoline to him than another dealer 
in that area, that he should be allowed the same subsidy rebate, whole- 
sale tank wagon price, whatever it might be. 

Mr. Hosmer. In that effect your idea would be to cut out all this 
business then. 

Mr. Crark. Yes, sir. 

Mr. Hosmer. Just cut out this differential business. 

Mr. Crark. Because a trade area—— 

Mr. Hosmer. That is the same thing I think Mr. Martin recom- 
mended. 

Mr. Martin. Yes, I testified that Iam ina particular instance where 
there are 3 Shell stations within 2 miles of each other on the same 
boulevard, and all 3 of us in different trade areas, and at numerous 
times during this past year all 3 of us have posted different gasoline 
prices. 

Mr. Hosmer. I can see where that might work as between dealers 
for the same major company, but what would happen if, say, Com- 
pany A, who was predominant in the field, just cut the prices for all 
his dealers, and then what would happen to you who deal for Com- 
pany B? How would you meet that competition ? 

Mr. Marrin. Well, we meet it when we are up with service and 
things of that sort, when we are all at the same price we meet that 
competition. We always have specific instances where it cost a little 
iess for dealers to sell gasoline, but in general when prices are at the 
suggested retail price we have to meet that situation, and when they 





n- 
ig 
to 
al 


ea 
n- 
An 
ret 


7 


n- 
he 
Les 
ial 


it 
ler 
le- 


his 


m- 


are 
me 
US 
ine 


ers 
ym - 
all 


ymM- 


nd 
hat 
ttle 
the 
hey 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 333 


decide to drop, well, it is not long before all of the companies usually 
decide that they should do the same thing except that they do it 
through trade areas. 

Mr. Hosmer. Then you just have the price war extended out to the 
whole area of dist ribution, don’t you? 

Mr. Martin. Yes, sir; but usually we have 4 or 5 different price 

wars. We have a 25.9 price war in one area, a 26.9 price war in another 
area. 

Mr. Hosmer. This would make the price war extend to everybody. 

Mr. Martin. Yes. 

Mr. Hosmer. On the same basis. 

Mr. Martin. Then we have the customers that drive from one trade 
area through another, the average customer that is buying Shell gaso- 
line sees 4 or 5 trade areas and 4 or 5 different prices within 5 miles. 

Mr. Hosmer. My point is that it seems to me if you followed out 
that suggestion any price war starting any place would suddenly 
spread everywhere. 

Mr. Crark. It does at the present time, if I might inject that, sir. 
There isn’t a day that goes by that we are not informed on our stations 
that our gasoline can be purchased on the way to work, the same 
brand gasoline at the same type of service station, at possibly 2 and 3 
cents cheaper. Consequently, that customer will change his buying 


‘ habits from our particular station to the area that he goes through on 


his way to work or possibly on some of his chores during the day if 
he is a salesman, and as a consequence, we feel it in our gallonage, So 
therefore as far as trading areas is concerned, it comes right back to 
the fact that we are all in 1 boat in 1 area and it just is determined 
whether or not your customer is going to buy from you or the most 
convenient spot at the lowest price, so ‘the fact that your trade area is 
designated by the 3 stations around a 2-block circumference from you, 
that. you are subsidized to meet that, you are losing your gallonage to 
other areas, taking it out of your area and moving it into another. 

Mr. Hosmer. It seems to me then that really, to beat this thing all 
the suppliers are going to have to agree not to give these differentials 
either in specific limited areas or in broader areas. 

Mr. Crark. Or give it to everyone to the same degree. 

Mr. Roosrvetr. Would you yield a minute, sir? 

My attention has been brought to the fact that there is a possibility 
that such a suggestion of concerted action by the suppliers might 
possibly be in violation of the antitrust laws. If that is so, I would 
like to make the statement that after consultation with the Depart- 
ment of Justice or the appropriate Government agency this does not 
seem to be a practicality under existing law, if the industry would 
feel that on all sides of the industry that this would be a beneficial 
thing to eliminate price wars—because several of the company repre- 
sentatives have made the statement to the committee that price wars 
are harmful to them also, as well as on your end of the distribution 
system—that would then become a matter of consultation between the 
industry and the Government and the proper legislative committees 
of Congress, and we would be glad to lend our best efforts to work out 
the problem on that level. 

Mr. Hosmer. Mr. Sepulveda, you spoke out in your testimony re- 
specting the so-called back door sales by the majors to the rebranders, 
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as some of other witnesses did. We heard testimony earlier that the 
majors are +? no means the only supplier to the rebranders, and I am 
wondering if just cutting out the majors from selling to the rebranders 
would salve the problem because they would turn and get their gas 
elsewhere, and you still would have that price differential problem 
with them that has been causing trouble. 

Mr. Seputvepa. Well, that is true. Of course it would be a step in 
the right direction to start somewhere. 

Mr. Roosrvert. Mr. Sepulveda, may I ask you this: From your 
ss knowledge is it the general opinion, however, that the back- 

ne of the market to the nonbrand people is still the major supplier ? 

Mr. Serutvepa. Tomy knowledge; yes. 

Mr. Roosrvett. Do any of you have any different views on that? 
In other words, if the majors agree not to do any back-door selling, 
the major part of the problem would be overcome. 

Mr. Serutvena. I would feel that way about it ; yes. 

Mr. Martin. Yes. 

Mr. Hosmer. How many of your nonbrand or rebrand stations 
would go out of business ? 

Mr. Serutvepa. They won’t go out of business. 

Mr. Tovunery. No. 

Mr. Hosmer. They are going to get supplies somewhere. Mr. 
Sepulveda, if they don’t go out of business, they are going to have to 
get gasoline from somewhere. 

Mr. Brock. Charge them the same price that we pay. If they can’t 
stay in business at the same level, let them go out of ators 

Mr. Hosmer. You are Mr. Brock. 

Mr. Brock. Yes. 

Mr. Hosmer. You are not a member of the association, but what 
company do you sell for? 

Mr. Brock. Union Oil. 

Mr. Hosmer. You are a Union Oil dealer. Do you feel that the 
fact that you sell Union 76 gasoline brings any customers in to your 
station ¢ 

Mr. Brock. Well, all the major companies advertise, and they all 
have their own credit cards. It probably does. 

Mr. Hosmer. There is some value to the brand name as opposed to 
the private brand. 

Mr. Brock. In the past, when things were normal, the offbrand 
stations never undersold us over 2 cents, and it didn’t hurt our busi- 
ness then; but when they get 5 cents below, we feel it. 

Mr. Hosmer. I think I will go to Mr. Schimke on that one because 
he was testifying in the same respect, too. Do you feel there is some 
value in the name “Richfield” as far as your trade is concerned ? 

Mr. Scuimxe. I very definitely do. I think Richfield spends mil- 
lions of dollars on advertising each year, and there definitely is a 
value. I might say I am proud to be a Richfield dealer, but I do feel 
that there is a definite market for offbrand and less expensive gas. 
There is the motoring public which have older cars and need that gas 
and can’t afford the better gases. 

Mr. Hosmer. Insofar then as a nonbrand dealer who is actually 
selling the same product as you are from Richfield, but not selling it 
under the name Richfield—he loses, as against you, at least the com- 
petitive advantage of that trade name; does he not? 
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Mr. Scurmxe. Yes, but I do feel it is an unfair situation to sell me 
gas at one price and then the identical gas through a distributor that 
Richfield probably has created—Byron Armour—to get the surplus 
out of their refineries and sell him exactly the same gas as me and let 
him sell it—he buys it approximately or he sells it approximately 
what I buy it for. 

Mr. Hosmer. He is not selling it under the Richfield label. 

Mr. Scuimxe. But it is a well known fact that they are using Rich- 
field gas, and I think any person ; 

Mr. Hosmer. I think we found to the contrary, the general public 
doesn’t know that, even such sophisticated people as the reporters we 
have come across have not been aware of it. 

Mr. Scurmke. I think if you took a survey in San Diego, Calif., 
you would find—I think it was in 1954 for approximately a six-month 
period Richfield credit cards were honored at the Rocket service sta- 
tions, and we have a dealer here in this room that purchased from a 
Rocket service station on his credit card, and Richfield honored these 
invoices from the Armour Oil Co. in purchasing more gas from them. 

Mr. Hosmer. You have 2 pumps in your station: 1 that says Rich- 
field ethyl and 1 that says Mexican ethyl; and if there is a 5-cent 
price difference, from the kind of people who come into your station, 
what percentage of them do you think would say, “Well, give me the 
Mexican ethyl”? Of course you haven’t told them it is the same gaso- 
line or anything. 

Mr. ScutmKe. Would you state that again, please ? 

Mr. Hosmer. Well, you have—— 

Mr. Scuimke. I have Richfield ethyl in one pump. 

Mr. Hosmer. You have a pump that is selling Richfield ethyl, and 
you have another pump that is a different color, and it says “Mexi- 
can ethyl,” and there is a 5-cent—or whatever the price differential 
is between you and Armour. What percentage of your customers, 
not knowing that it was the same gasoline, would say, “Well, give 
me the Mexican ethyl because it is a lower price”? 

Mr. ScuimKe. Well, that is a hard question to answer. I wouldn’t 
be a bit surprised that a small percentage would try it, and if they 
found it performed in their car just as well as the other, they would 
go on it 

_ Mr. Roosrvetr. Would my colleague yield for a minute ? 

Mr. Hosmer. Yes. 

Mr. Roosrvett. I understood your point to be, however, that as 
long as the gas was the same that your supplier was selling as Mexi- 
can ethyl and Richfield ethyl to you and the price was different, that 
you were going to go out and buy some Mexican ethyl and just sell 
it as Richfield ethyl at the same price as Richfield ethyl would nor- 
mally be sold at. 

Mr. Scurmxe. Well, I feel we should be able to do that. If it is 
as good a gas, we might as well go out and purchase the identical gas 
at the lowest price we possibly could. 

Mr. Hosmer. My point was, the gas is physically the same, but 
the Richfield gasoline has an intangible additive which is the brand 
name which is apparently worth something because so much money 
is spent by all companies in establishing and perpetuating their brand, 
and I would suggest that perhaps the product sold as Richfield with 
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that intangible additive should actually bear a better price because 
it brings trade in, and people will buy a brand name. 

That is all. 

Mr. Brown. Off the record a moment. 

Mr. Roosrver. Off the record. 

( Discussion off the record. ) 

Mr. Roosrvetr. We are going to give you an opportunity, Mr. 
Touhey, to go back to the consignee matter, and, of course, to bring 
up any matters that you want to. Did you have something you wanted 
to say, Mr. Clark? 

Mr. Ciark. Yes, Mr. Roosevelt. What I wanted to bring out is 
that probably what Gordon is trying to say there is the fact that it 
creates a market which is in competition with our own products, and 
as a consequence, if a third pump is. necessary to compete in that 
market, seeing as our own suppliers are furnishing this particular 
brand, I think that we should have access to that market as much as 
anyone else, and as long as our brand is put in competition with us. 
we feel as a brand dealer that we should be able to enjoy that field 
of competition also. 

Mr. Roosrverr. I think you have just said something which has 
interested me very much. Why is it necessary for, let’s say, Rich- 
field to go to Armour and sell a different brand of gas in order to 
keep up their volume, get rid of what they are making in the refinery ¢ 
Why wouldn't it be just as feasible to put a pump in your station, 
with a different name on it—in other words, you sell Richfield 
and you turn around and sell Rocket if you want to or whatever it 
might be at that price differential. Then he is still getting the ad- 
vantage of the Richfield advertising for the brand name which Mr. 
Hosmer is talking about and presumably the other name is not get- 
ting, because I think Mr. Armour testified there was no advertising 
for Rocket in any way. Therefore he would still be able to sell it at 
his station, and the dealer who is the company’s primary source for 
distribution would be getting the benefit of it instead of some offbrand 
person who would be in competition with him. Is that not practical ! 

Mr. Brock. Very practical. 

Mr. Scuimxke. Practical except to the point of having to install 
a third pump in every station. I believe it would be practical then. 
It would be a considerable expense, but at one time Richfield had a 
third pump in their station—and that was before the war. 

Mr. Rooseveit. Mr. Martin ‘ 

Mr. Martin. | think that would be practical to some extent except 
that there are companies on most of the properties, and unless all of 
the oil companies had access to this surplus of gas, it wouldn’t work. 
For instance, my company, we haven’t ever accused them of backdoor 
selling. However, if General Petroleum dealers had a third pump 
and we didn’t have access to the cheaper gasoline, we would be thrown 
at a definite disadvantage through the company. 

Mr. Roosrvetr. Isn't that then a question for you to go to the com- 
pany, your company, and say, “Look, we need to get a product that is 
in competition with General Petroleum products” ? 

Mr. Martin. Yes. 

Mr. Roosrvett. I think that is a simple question for you to argue 
out with the company. 
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Mr. Martin. Yes, but I think the committee has run 7 the idea that 

we are in favor of eliminating the rebrand dealers. I don’t think 
as a committee we are in favor of that. I think we definitely want 
that. é 

Mr. Roosrvetr. I am sure the committee does not infer that you 

want to get rid of the rebrand dealer. You want the rebrand dealer, 
however, not to be in competition with the same product you are hav- 
ing to buy at a set price to you; is that correct ? 

Mr. Martin. Yes. I think the correct legislation on that, or the 
recommendations for legislation on that, would be that the standards 
of one gas that is sold out of the front door at one price meet certain 
prices and the gasoline sold out of the back door meet certain stand- 
ards. In that way we wouldn’t accuse our companies of selling gaso- 
line to us at one price and out the back door for another. 

Mr. Roosrvett. As I told Mr. Touhey, the mechanics of that are 
what we have to solve. The theory may sound fine, but the mechanics 
are yet somewhat obscure—at least to this member of the committee, 
and I think to all of them. 

Mr. Brown? 

Mr. Brown. Mr. Chairman, at this point, on the practicality of mer- 
chandising a second brand name along with a major brand name, 
just for the record, I would like to insert that I have seen some quality 
clothing stores who deal with a quality clientele, handle a service-type 
business, who would try to put in a second line of shirts, for instance, 
that might be selling big in a kind of a circus-type store where every- 
thing is piled out on the counters and people come in and take it. But 
in that quality store the shirts don’t move because the clientele comes 
primarily for that quality product and the secondary item will just 
sit there on the shelf. It might be the same way in gasoline. I am 
just suggesting the possibility. 

Mr. Roosevet. i rain isn't the practical answer to that that maybe 
a third pump would not be practical in some areas, where you have 
a certain type of clientele, and you obviously wouldn’t put it in? 
You would only put it in where you felt it would be of assistance to 
the dealer. 

Mr. Brown ? 

Mr. Brown. I am quite disturbed here to see such a wide variance 
in the way that the companies view this distribution and the way 
the dealers do. For instance, we had a sales manager of a major oil 
company testify before this hearing just 2 days ago who said that 
an average dealer selling 15,000 gallons of gasoline a month must be 
making 8, $9,000 a year, 

Now, Mr. Touhey, you submit a 50-station average for about a 
12-month period here where the lowest average gallonage is 19,000 
per month, and the average net profit, which is labor profit, is around 
4 to $500 a month. 

Mr. Tounrny. That is true, sir. 

Mr. Brown. Or 4,500 to $6,000 a year. 

Can a man, in your opinion, some of you station operators, selling 
15,000 gallons of gasoline a month, and the other sales that accompany 
the sale of gasoline, make $8,000 a year ¢ 

Mr. Criark. Yes, sir, he certainly can. There are only 24 hours 
in a day, and if he will supply 18 of those to that particular endeavor, 
I assure you he will make it, sir. 
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Mr. Brown. In other words, it is an 18 hour a day 7 day a week 
proposition to make it. 

Mr. CriarK. That is it exactly but if we want to live in the category 
of other professions on an 8-hour day and a 5-day week, we would 
go broke on 15,000. 

Mr. Brown. In other words, do I interpret from that that in order 
to make 4 to $500 a month out of a station, a manager puts in roughly 
40 to 48 hours hours a week, is that right? 

Mr. Cuiark. I beg your pardon, sir? What was that again / 

Mr. Brown. According to these averages, the net labor profit to 
the manager is 4 to $500 a month if he does 19,000 to 22,000 gallons 
of gasoline a month. Now, what you are saying—or at least what 
I thought you said—was that if he hires enough help to where he 
doesn’t have to work over 40 or 48 hours a w eek, he makes 4 to $500 
amonth. Now, is that correct ? 

Mr. Crank. I was in answer to the question that you asked, sir, on 
the $8,000 a year basis. I mean, to make that much money the man 
would have to put in a minimum of a 12-hour day, and he would have 
to be in constant touch with his station for another 4 hours anyhow 
of its operation. 

Mr. Brown. Well, now, another question: We have heard many 
times before this committee in Washington and here in Los Angeles 
that the key to selling gasoline through a national branded station 
is not necessarily price, that clean washrooms and service and product 
acceptance and so forth are the important factors, and most important 
is location, availability of product. Do you station operators feel 
that way? 

Mr. Scuimxe. Definitely, very definitely. 

Mr. Crark. That and the selection of the dealer to operate that 
particular corner, sir. You can put one dealer in there that could 
make the best location go sour, sir. 

Mr. Brown. Well, now, with that, you are just saying again that 
it’ is service and it is credit cards, and it is clean washrooms and so 
forth, that moves a quality product. 

Mr. Macta. They help to move a quality product. I don’t think 
that they are the basic deal. I think that your advertising, your repu- 
tation over a period of time for all of these services—people in a 
neighborhood primarily will trade at the most convenient location 
that they get these services, but when they are on the road—— 

Mr. Brown. You are all saying what I am trying to say. Put it 
this way—the average motorist who drives up with a credit card for 
a major oil company into the retail outlet of that major oil company 
probably doesn’t even look at the price on the pump on his way to the 
clean washroom. That is what I am trying to say. 

Mr. Tounry. Could I answer this, please? I have read the state- 
ments from the oil company, and I don’t know exactly what you are 
driving at, but if service and products and public acceptance of the 
brand name and so forth will sell gasoline, then please tell me why 
that Standard Oil Co. as an example—and I don’t pick on them par- 
ticularly, I am talking about any oil company—has to reduce the price 
every time an offbrand station reduces the price ? 

Mr. Brown. Thank you, Mr. Touhey. You asked the question I 
was going to ask just right now. 
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Mr. Brock. Why is it an offbrand station will outsell a half a dozen 
of the branded name stations in price ? 

Mr. Brown. Let me ask for the record, why do you think that the 
major companies are just so proud and pleased to talk about the point 
that they protect their dealers with a subsidy in the event of a price 
war? Imean, the dealers don’t want it, do they ? 

Mr. Wotre. No. 

Mr. Roosrvert. The Chair might state that perhaps the proper peo- 
ple to answer that would be the company representatives, and at the 
conclusion of the testimony by you gentlemen, any company repre- 
sentative who wants to make a statement at this time to the committee, 
we will] be very glad to hear it. We will be very glad to give you that 
opportunity. If on the other hand you feel you don’t want to do it at 
this time, the committee would appreciate it if you would make com- 
ments at a later time directly to the committee in relation to the sug- 
gestions made by Mr. Touhey in his testimony this morning. 

Mr. Brown. Mr. Chairman, all I was trying to do was to point up 
in the record that these dealers are to the general public, each one of 
their stations, the major oil company whose products they are dis- 
tributing. They are the point of contact on the firing line. Now, if 
they feel that price is not that important and that the ability to meet 
competition from just whoever starts a circus down the line with a 
big splash and fanfare of price reduction and so forth—frankly I 
think that their opinions out there on that firing line may be a littlk—— 

Mr. Hosmer. Will you yield for just one question ? 

Mr. Brown. Yes, sir. 

Mr. Hosmer. We had previous testimony, someplace—I have for- 
gotten where—that as long as the spread was not more than 2 cents, 
you didn’t feel too much effect, but if it went in excess of 2 cents, then 
your price competition effect started to cut in. Have you experienced 
anything like that out here, Mr. Clark? Would that be a kind of a 
rule of thumb as to when it starts cutting in ? 

Mr. CriarKk. We could even go another cent as far as that is con- 
cerned, with the fact if you have the quality, the dealer won’t be 
bothered at all. 

Mr. Hosmer. You say as far as 3 cents? ’ 

Mr. CiarK. We could go. For the overall record, a 2-cent margin 
would be very desirable, but 

Mr. Hosmer. After that the price differential starts to cut into the 
branded dealers or to any competitor. 

Mr. Crark. Yes, sir. 

Mr. Hosmer. Mr. Martin? 

Mr. Martin. The price differential doesn’t cut in to any great ex- 
tent until we get the price sign. The price sign cuts in more than the 
ae If it were outlawed to post the retail price of gasoline, I don’t 
yelieve that 3 cents would make any difference. 

Mr. Hosmer. That is the same thing. It is just when somebody 
finds out about it, when you get the sign put up. 

Mr. Macra. Under normal conditions your 2 cents, 3 cents doesn’t 
make that much difference. Without using a price sign I doubt if 
other than just a small percentage of the marketing public would ever 
be aware of it, but when you go through a price war such as we have 
for the last 2 years with price signs on every single corner of Los 
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Angeles, people are so price conscious it becomes practically a game 
with them, and they are so conscious of it they think they are being 
chiseled by their home dealer if he is not as low as anybody in town 
selling that same brand of gasoline, and we have to explain it to them. 

Mr. Brock. I would like to say that high taxes has made the quality 
buyer price conscious. {Laughter. | 

Mr. Brown. I want to ask this gentleman who has been in the serv- 
ice station for 22 years; you own your own location, is that correct? 

Mr. Brock. Yes, sir. 

Mr. Brown. Have your labor profits, that is, what you can actually 
stick in your pocket, has that increased along with the costs of doing 
business in the last 5 years ¢ 

Mr. Brock. Certainly not. For the last 10 years, any increase in 
margin that we have gotten has been eaten up in extra rentals and high 
cost of labor before we ever got them. 

Mr. Brown. In other words, there is definitel 
distribution level / 

Mr. Brock. We don’t make enough margin on gas to break even. 
It costs 4 cents a gallon to pump it, 2 cents a gallon rental, and what 
have you left for yourself / 

Mr. Macra. I think I have the answer to your question here. When 
we stepped out in the hall one of the dealers submitted this to me that 
goes back 5 years showing tank wagons. If you can visualize this— 
or I will submit these to you later. Basically here is what it works out 
to on ethyl gasoline. Since February of 1952 to February of 1957, 
these two price orders—the price increase from tank wagon has gone 
up—no, net money to the dealer in 1952 was 5.15 on 1 gallon of ethy] 
gasoline. After rent this is. Rent at that time was 1.75 cents on this 
brand of gasoline. In February of 1957, 5 years later, the margin on 
this gasoline is 5.1. Now, in the meantime tank wagon prices have 
gone from 23.25 to 30.8, which is an increase of 7.55. Three cents of 
this is attributed to tax increase, State and Federal, leaving a difference 
in tank wagon net price of 4.55 to the producer and distributor. In the 
meantime the dealer has lost one-half a cent, .05 margin, on that ethyl 
gasoline. 

Mr. Brown. Whose figures are those 4 

Mr. Macra. Figures from Union Oil Co. 

Mr. Brown. What dealer ? 

Mr. Macta. Am I permitted to give the dealer’s name ? 

Mr. Carter. Yes. 

Mr. Macta. Dudley Carter at 14903 Burbank Boulevard, Van Nuys, 
Calif. He isin the room. 

(The documents referred to are as follows :) 
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UNION OIL DEALER REMITTANCE ADVICE 


Prepare in triplicate, retaining third copy for file. Send original and duplicate with check and duplicate form 369CC 
te local marketing station. Summarize 40 tickets or less of forms 787 on form 787 REC and enclose form 787 REC 
with supporting tickets in separate form 564 envelope. Do not send cash by mail. 


tSAME AND ADDRESS OF DEALER 
(Use Station Stamp) 


G. DUDLEY CANTER L 















(for Mktg. Sta. Use) 








| Date: 








074419 
14903 BURBANK BLVD. Cust. No. 
VAN NUYS, CALIF. 
——$t-9-5622________———_ | Stn. Codé No. 
Station No. vd 340 S$ SCR No. 
REMITTANCE DETAIL AMOUNT 


Amount of CREDIT ORDERS per 
Forms 369 CC (if prepared) 


Amount of Check Enclosed 


per hens 787 REC 
oe wien > 
Total Amount of this payment... $ 7 \) / 
IN PAYMENT OF THE FOLLOWING CHARGES 
(EXPLAIN ANY MISCELLANEOUS CHARGES PAID) 
DATE TICKET NUMBER AMOUNT 


455 o- 4S 
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FORM 387 3-56 Jom BKS. 


Union Oil Company of California 
gp Consigned Gasoline Delivery Ticket 


ORIGWAL las eye 


FOR RETAIL DEALER CONSIGNEE 










METHOD OF ACCOUNTING 
FOR GALLONS REPLENISHED 


CASH CHARGE 


BOOK NO. TICKET NO. 












MONS [4 vy 5S Pt ee 
—_— - 
ERISA ie A 3 ee oer 
“> 
Btn GC. Duprey (4eree 
e }} 
sooress (¥10.5 Duerank Bulg. Jen Noy 5( 11 F- 
COMMODITY iat tae eee amount 
sie a re THIS DELIVERY PRICE PER GAL. ACCOUNTED FOR 
rovar 7% Gasoune | 4¥70| 349| .OF | 2FT | /287134 
6641 228 I 


|_ save oak: EEO 


MOUNT OF THIS PARTIAL 
ACCOUNTING FOR GALLONS 
PREVIOUSLY CONSIGNED TO, 


, XW ) al AND SOLD BY CONSIGNEE, ; f / 2. 
SIGRETORE-Os—m : EQUAL TO THIS REPLENISH- / b 








7600 GASOLINE 


-_ 


TOTAL 


MENT DELIVERY. 


SIGNATURE OF COMPANY PEPRESENTATIVE N /: lS, Juz Heer) 































nniiale APPROX. GALLONS APPROX. CONSIGNED APPROX. GALLONS 
COMMODITY oapans ON HAND CONSIGNED GALLONS GALLONS SOLD —| SOLD BY CONSIGNEE 
7 eatnetae PRIOR TO THIS SOLD BY EQUAL TO AND STILL 
= ais a a REPLENISHMENT CONSIGNEE REPLENISHMENT UNACCOUNTED For 
ROYAL 76 
ROYAL 76 
ROYAL 76 
ae - 
TOTAL Gl6o 
7600 
7600 
7600 
y —_ - veut 
TOTAL 00 | 2/60 yo 
ms Tes DETAIL OF COLLECTION TRUCK METER READINGS 
—__ CASH CREDIT ORDERS _ CHECKS ROYAL 76 (GALs.)| 7600 (Gais.) 
‘ CLOSING . .. 
METER SESF SIF” 7 
alate ee iiieiaimmeal READING q fe 
OPENING § ¢- a 
METER 
: | . READING 7 29 f Ysa 
THis 
REPLENISHMENT S$ / b jo 
THIS TICKET 18 A PARTIAL ACCOUNTING FOR PRODUCTS PRICES INDICATED INCLUDE, WHERE APPLICABLE, THE 
CONSIGNED BY UNION OIL COMPANY OF CALIFORNIA AND SOLD LICENSE TAX ON MOTOR VEWICLE FUEL, LioUID FUEL 
DY CONSIGNEE, TITLE TO ALL GASOLINE CONSIGNED AND DELIVER. AND FUEL Of, AS IMPOSED BY THE STATE OR TERRITORY 
Eo HEREUNDER SHALL REMAIN 1" Unton Of COMPANY OF 1N WHICH CONSIGNMENT (5 MADE, PAYMENT OF WHICH 18 


CALIFORNIA UNTIL SOLD BY RETAIL DEALER CONSIGNEE ASSUMED SY UNION O1L COMPANY OF CALIFORNIA. 





. ‘Sia Ni NIVL3e - 


ye “SAVDITGISL NI IaVdaNd 
“UeGIdYy Popesep Se sedojeaue jess }uIsues; 
= POS Wioy YUM ‘D905 4 edoOjsaUe Bugiew 
Wt 3369 4 (Ado> any) jeuByca esopuy 
“ “Snows put sequin sey sez 4 Huyisy 
~ "JO G9E 4 UO pepeu Cerny [e105 ezeweAS 
"yOG ¢ edojoaus jeunwsues wu ‘syo 
| Apu yum 204 £82 4 [eulByO esojug ey 
£84 4 40 ‘Heep wt ‘sy0H214 Asoayep 4517 


WLOLse 
~ waEWAN 
DANLed auoz 


_ WV¥iad INNONY 


Siva ~ 
asf NOlivis ONTIDRYW 4o4" 
ee Le ee SUNLYNDIS 


Pise-4 “18 
Parig ‘SANN NWA ALID 
aap hr ol sane Presie YNYSUNA COSrT 

SusaaUoO aes ° 
iiga4uD IVWiOL wiee Sesaxndaay 


y3ie¥D AIR 9 awn 


sou 


* 


MO1NZS ViViISG ~« 


S135 wool 96-9 33606 Was. 


vas 


a3 YIGWAM NOILVIS TDIANIS 
BLVG —- YINNOANTYD ‘OF ODSIONVE NYS ‘SESE XO@ 'O 4 UY 


“on } 0 0) C :  « VINZQSITY2 40 ANVAWO2 WO NOINN °OL 


“TWLLIWSNV&L 42GHO LIGSYD 4O AUVWWNS VINNOATIVD 40 ANVdWO9 110 NOINN 


a 
& 
& 
7) 
Pp 
a 
g 
= 
~ 
& 
— 
© 
o~) 
& 
a 
oY 
ea) 
ea 
~ 
4 
D 
a 
Oo 
— 
a 
oO 
=< 
[ow] 
Ay 
Z 
© 
E 
a 
— 
& 
D 
A 


344 





DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 345 


Mr. Brown. That is the information I wanted. One other ques- 
tion. You who have been in the business 22 years, has there been a 
substantial increase in your volume, your gallonage during the last 5 
years? 

Mr. Brock. No; I have been there so long, and I have customer con- 
fidence so that my business has been on an even keel for the last 10 
years, and I think that in fact I am in better position than most of 
the dealers because I have a large parking lot, too, and I am able to 
hold my profit at an even keel. 

Mr. Roosgevett. The Chair would like to announce at this time that 
some of the witnesses and others present have been somewhat fearful 
te come forward for fear that there might be some future difficulties 
involved in their relationships with their dealers, and while I am sure 
that their fears ‘are ungrounded in any respect, it has always been the 
policy of the committee—and I want to reiterate it now for the bene- 
fit of all who are present, that if any act of reprisal in any manner is 
taken against those who have either volunteered or come before the 
committee, the committee, of course, wants to know about it immedi- 
ately. I want to stress, however, we have never had such a situation 
in the past, and I do not believe that any situation such as that would 
occur now. Should it occur, however, the committee should be in- 
formed immediately of such a situation. 

Mr. Nellis? 

Mr. Neus. Yes, I would like to ask a few questions. I will make 
them brief. 

Mr. Touhey, you went out in the hall and got some names you pre- 
sented of Union dealers. But your statement before the recess was 
that in connection with Mr. Rath’s testimony only one Union dealer 
that you know of has ever been able to buy in the way described by 
Mr. Rath. 

Mr. Tounry. That is true, 

Mr. Newuis. What did your four named Union dealers tell you? 
You didn’t put that in the record. 

Mr. Tounry. They said they were told that they could not go off 
consignment, they could not pay cash for their gasoline. 

Mr. Netuis. That they could not pay cash for their gasoline. And 
that was true, I believe, in the case Mr. Macia presented. 

Mr. Macta. Yes, sir. 

Mr. Netuis. Your lease is up June 15, 1957? 

Mr. Macta. Yes, sir; that is, my basic ground lease. 

Mr. Neus. Your ground lease; that is not your lease with the com- 
pany. 

Mr. Macra. That is the basic lease of the company. 

Mr. Netuis. Isee what youmean. Has there ever been any difficulty 
about renewal since this February date that you spoke of, since this 
contact you had in February about which you testified ¢ 

Mr. Macta. Gentlemen, for 2 years this has been a rather active cam- 
paign. It was very active up until that time. Since then relations 
have been very, very quiet. 

Mr. Netiis. I am sorry. You mean until 2 years ago? 

Mr. Macta. No, the last 2 years it has been quite a battle, discussion, 
on various fronts at various times. But since February of this year 
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I have gone along with their pricing policies, and I have had no difli- 
culties whatsoever, as long as I maintain their pricing policies. 

Mr. Netzais. In other words, as long as you operate the way you are 
told, there are no difficulties, is that right? 

Mr. Macta. Yes, sir. 

Mr. Nexus. Another subject, trade areas. Many of you and other 
witnesses have testified about trade areas, and I think the committee 
ought to have in its record some actual designation of trade area, and 
I think the way to do it, Mr. Chairman, without wasting a lot of time, 
would be to ask 3 or 4 of these witnesses specifically ches trade area 
they are in. 

Mr. Clark, do you know what trade area you are in? 

Mr. Crarxk. Well, my trade area at one time was designated to me to 
entail 4 Mobil service stations, and since then I have been informed 
that they don’t think that 1 or 2 of them are actually in my particular 
trade area, and they have actually tried to talk me out of the fact that 
they are. 

However, I still believe that they are. 

Mr. Netuis. How close to you are these other three stations? 

Mr. Crark. Well, 1 station is within 3 blocks of me on the artery 
that leaves my station headed for the freeway downtown, where every- 
one is exposed to it. Another one is where everyone shops beyond the 
May Co. and Broadway. There is a big place down there that they 
ae exposed to whatever price sign is there, and there is always one 
there. ‘ 

Mr. Roosrvett. How far away is that from you? 

Mr. Ciark. That would be about a mile from me. 

However, on Slauson, which measures about 2 miles from me, there 
is a Mobil station that is continually in a price war in that particular 
area, and it is posting, and there are numerous complaints at my 
pr on account of it, and I have been told on every occasion that 

e is out of my area. He is located at Slauson and LaBrea. His name 
is Charles Elliott. I am located at 48th and Crenshaw. For the 
record you can check your map to see just exactly what is designated 
out of my zone. There is another dealer at the corner of Hyde Park 
and West Boulevard, a General Petroleum dealer, that affects my gal- 
lonage, and he is designated out of my area, and also I recall a station 
at the corner of Western and Manchester, definitely affecting me be- 
cause he is in the lowest price-cutting zone in the city, and it is still 
within about 3 stone throws of my station, if you get good and husky, 
and my customers are well aware of his pricing situation down there. 

Now, to me all of those definitely affect me and should be in my trade 
zone, but they are not allowed. 

Mr. Nexis. What about financing? I want to ask anyone who 
would care to testify concerning the question of how you meet your 
financial obligations and how you obtain financing. Are any of you 
able to obtain financing from any private source other than your sup- 


pliers? Ithink Mr. Macia testified that he got $6,100 from his parents. . 


Mr. Macta. Not all of it, Counsel. 

Mr. Nexus. I would like to know about that. I think the commit- 
tee has a duty to find out just to what extent private financing is avail- 
able to small-business men as individuals as distinguished from the 
people supplying their products. 
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Mr. Macta. This is merely my own opinion. I don’t speak for the 
association. It never has been brought up to my knowledge in the 
association, but I have stayed very close to my bank through personal 
relationship. Service station men normally are very poor credit risks, 
for numerous reasons, for the type of business they are in, for the 
type of ground lease that they are in. We have no security, and this 
is one of the reasons, on longer lease. We are there on a 1 year to 1 
year basis, which is a pretty slim basis for any kind of financial as- 
sistance from an institution that checks that. 

Mr. Nexus. In all fairness, you are a Union dealer? 

Mr. Macta. Yes, sir. 

Mr. Neus. And they have that type of lease, but other companies 
have increased their leasehold periods. 

Mr. Macta. Right. Service station men are a very poor credit risk 
according to financial statistics in the financial world. It is very hard 
to obtain money without the permanent ground lease or owning your 
property. 

Mr. Nettts. Are there any other statements of a different character 
concerning the availability of financing ? 

Mr. Wolfe? 

Mr. Wotrer. Yes. Up until recently when Tidewater extended their 
annual year-to-year lease, when they come out with their 4-year lease, 
I had applied to my bank which I have been doing business with since 
I was, well, you might say, 21 or so, and the fact that I had been a very 
good credit risk up to that time—I applied for a loan last fall, and it 
was denied to me due to the instability of my lease at that time, which 
to me it was stable enough but to the bank it was not. However, since 
I have signed this new lease which I haven’t received back my copy 
of it yet, I applied for a thousand dollar loan just this spring to pur- 
chase some tuneup equipment which was granted without any delay 
at all, which may have some bearing as to longer leases of what they 
would do for an individual in my position. 

Mr. Neus. Mr. Martin, do you have any views on financing? 

Mr. Martin. Well, in my particular instance I haven’t had too 
much difficulty with financing due to the fact that besides my service 
station I have other properties and my banker knows me personally, 
and he feels I might be a secure risk even though I don’t have any 
money right at the time, so he doesn’t loan me any money on my 
service station. He tells me that he is not interested in what I do at 
the service station because a service station dealer is not a good risk, 
but due to his personal contact with me he will let me have up to 
$5,000 without too much trouble. 

Mr. Netuis. My last question is on a different subject. Mr. Touhey, 
I take it that you have from time to time filed complaints with the 
appropriate agencies of the Federal Government with respect to 
alleged price discrimination violations and others, is that correct? 

Mr. Tounry. Yes, sir. 

Mr. Netuis. What kind of action do you get in terms of the local 
office doing something about your complaints? How long does it take 
and how often do you get results ? 

Mr. Tounery. Well, am I at liberty to divulge the information ? 

Mr. Netuis. Ithinkso. I think the committee would like to know. 

Mr. Rooseverr. What do you mean, are you at liberty to divulge it? 
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Mr. Touney. Well, I don’t think there is anyone in the petroleum 
industry doesn’t know we are supplying information on price discrimi- 
nation. 

Mr. Rooseverr. I think counsel, Mr. Touhey, doesn’t want to know 
the facts of the individual cases you filed. What he wants to know is, 
what is your experience in getting action when you do file them. 

Mr. 'Tounry. Well, each time a letter goes to the Department of 
Justice or the Federal Trade Commission, we immediately get a reply 
acknowledging the letter and thanking us, of course, for calling it to 
their attention. It is according to ce taae the Department of Justice 
is or the Federal Trade Commission, Of course they don’t operate 
in this area, to our knowledge, as far as petroleum is concerned, to 
our knowledge, but the Department of Justice, of course, is tracing 
down each one of them, and I might add that out of our membership 
I am sure 600 have already placed sworn statements in to the Depart- 
ment of Justice. 

Mr. Roosevett. What action have you received ? 

Mr. Tounry. None. The only answer I get, Mr. Roosevelt, is the 
same one that you get, and I am sure this committee gets, that it is 
all tied in to the big oil case, and it takes a little bit of while to get 
to trial. In fact, it has been getting to trial since, I believe it was 
started away back in 1947; if i am not mistaken it was first filed in 
May 1950. Now I believe that they have eliminated a few loopholes 
and are possibly able to get to trial early next year. 

Mr. Hosmer. Mr. Chairman, I would advise you, however, that for 
the next 3 months you might not get much out of the district attorney’s 
office down there. I talked with him yesterday and unless Congress 
gets busy and appropriates more money, he is going to have to shut 

own his shop practically. 

Mr. Netuts. Do your leases generally provide the number of hours 
you must work? Are there any of those in this group of witnesses ? 

Mr. ScuimxKe. Yes. 

Mr. Nexus. You are on consignment. 

Mr. Macta. It is not listed in my consignment agreement. That is 
a separate agreement above my ground lease. My ground lease says 
that I will operate a minimum of 18 hours a day, 365 days a year. 

Mr. Netuis. Eighteen hours a day. 

Mr. Macta. Right, 365 days a year. 

Mr. Netuis. What about yours, Mr. Wolfe? 

Mr. Worre. Actually it was by mutual agreement; you might say 
it was mutual agreement. It was explained to me by Mr. Al Berger, 
who has since been transferred to San Francisco out of this area, when 
I signed my new lease that they felt that the station being on a major 
corner should be operated from 6 in the morning until midnight, 7 
days a week, 365 days a year. It was on his recommendation—you 
might say it is a recommendation again 

Mr. Neus. What do you mean? I am not sure I understand that. 
Did he tell you that or didn’t he? 

Mr. Wo tre. Yes, definitely. But at the same time he kind of backed 
out of it. In other words, as you know. Tidewater doesn’t have a 
policy now of their representatives coming to a realer and telling 
them that they are supposed to do this or do that, but they do it in 
kind of roundabout, you might say, sneaky way. I might put it that 
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way. I could name several instances, but like I mentioned before, since 
then the relationships have been improved somewhat, you might say, 
since the first of the year, but in that particular instance I mentioned 
to him that I had taken an hour-to-hour survey of my particular 
station, and between the hours of 10 and midnight on some nights I 
would be lucky to pump 14 or 15 gallons of gasoline, and yet they felt 
that I should be paying a man $1.50 or $2 an hour to run that station, 
and at the margin we are working on now, their guaranteed margin, 
you might say, I would maybe make 18 or 20 cents possibly out of 
that 20 or 25 gallons of gasoline we might pump. In my lease that 
I signed it stipulated that I will remain open from 6 till midnight or 
6: 30 till midnight, with the exception of Sundays and holidays which 
are 7 until 10. I wouldn’t sign any other agreement other than that 
due to the reasons that I mentioned before. I don’t know just how 
far a company can go as far as telling you how many hours of opera- 
tion that you may stay open or may not stay open. 

Mr. Nets. Of course a lease is a voluntary agreement between two 
parties. 

Mr. Wotre. That’s right. 

Mr. Newuts. You sign it and they sign it and that’s that. 

Mr. Wotre. That’s right. 

Mr. Ne us. I think you testified, however, that it hasn’t come back 
vet. 

Mr. Worre. No. 

Mr. Ne tuts. It hasn’t been signed. Are there any other leases that 
the committee should know about? If not, Mr. Chairman, I am fin- 
ished. 

Mr. Roosrvett. Mr. Macia, I think that vou testified and gave to 
the committee certain documents relative to the price at which you were 
requested to sell the gasoline on consignment received by you. 

Mr. Macta. Yes, sir. 

Mr. Roosrvett. I think you said that you would never be controlled 
as to the price that you sold. However. in your consignment agree- 
ment doesn’t it specifically state that you must be controlled ? 

Mr. Macta. Gentlemen, I was in a little different position. At that 
time, before prior to last June 15, I had a property agreement with an 
individual who was a distributor. I was not directly under Union Oil 
Co.’s retail marketing program. At that time we picked our own 
prices. I had no inference whatsoever of the prices that I was to sell. 
When I went to sign this lease—now this man was in ill health, and 
these stations were leased to Union Oil Co. There was a 7 days’ can- 
cellation in my 5-year basic ground lease on that property. and it 
still had approximately 2 years to go. In order for him to dissolve, 
due to health reasons and get out, it was agreeable that I dissolve my 
lease and go with Union Oil Co. That was the time that I made the 
statement that I could not operate on their 3.25 and 3.75 with the type 
of service I had maintained on that corner and built my reputation 
on and was not about to try to, and if necessary at that time that I 
would request to sever all relations right then and there and get out 
rather than to have bickerings later over this policy because I knew 
I couldn’t operate at those prices, and I had no intention in trying to. 

Mr. Roosrvertt. When you did sign your consignee arrangement 
with Union Oil which they referred to in their letter of cancellation 
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to you, did not that include in it a provision that they were to set the 
price ? 

Mr. Mactra. Gentlemen, there are a lot of things in this world that 
you have to make an issue of. Some of them you will agree with and 
some you won't. At that time I didn’t know exactly how strong that 
lease was, and that was one of the things that I was primarily testing, 
and if I had to, I was willing to go out of business rather than accede 
to it, which was a slow death. 

Mr. Roosevetr. In other words, you signed something that you 
wished you hadn’t signed ? 

Mr. Mactra. No, sir. 

Mr. Rooseverr. If it was going to be enforced. 

Mr. Macta. In my lease there is a 30-day cancellation clause on my 
part. At any time that that was exercised, I could refuse, which I 
did, and as far as I could read in that agreement, all that would hap- 
pen would be that they would repossess the gasoline that they had 
consigned to me, which they did. That was when I was free and open 
to set my own prices such as my testimony brought out. 

Mr. Hosmer. At the time during which you had agreed to follow 
their prices by contract, when you were under consignment, you kept 
your contract to do that, didn’t you? 

Mr. Mactra. No, sir; I didn’t. That is when I broke the lease, ver- 
bally stating on this—on the change of the two leases I verbally stated 
that I could not at that time go along with it. 

Mr. Hosmer. Were you under a consignment agreement at the 
time 

Mr. Macta. No, sir. 

Mr. Hosmer. That is what I am getting at. You didn’t break 
any agreement. 

Mr. Macta. Not at that time. I did sign this agreement part of 
changing over of the leases. 

Mr. Hosmer. Whenever you have been under a consignment con- 
tract, you have obeyed the terms of the contract, haven’t you ? 

Mr. Macta. I obeyed it until—again it goes back to my testimony, 
sir. I wrote the price discrimination letter is when I was author- 
ized to go down, then requested to go down, and then demanded to 
go down, and after refusing I was informed to purchase my gasoline, 
which I did. 

Mr. Hosmer. In other words, you had Union gasoline selling it 
on an agency basis. 

Mr. Macta. Right. 

Mr. Hosmer. For commission. But you refused to sell it at the 
price that they stated for the selling of the gas. 

Mr. Macta. Right. 

Mr. Roosevett. Whereupon, as was their right under the contract, 
they canceled the agency agreement. 

Mr. Mactra. Right. 

Mr. Hosmer. But you did so because you wanted to test some prin- 
ciple, as I understand. 

Mr. Macta. I went into it with that idea, sir, and I stated as such. 

Mr. Hosmer. Because I don’t have much sympathy with anyone who 
signs contracts who doesn’t perform. 
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Mr. Macia, At that time I brought that up, that I would like to 
sign a new lease, but not go into a new consignment program. They 
said they could not write a special lease for me. They had four thou- 
sand-some-odd dealers, and in my case I could either go along with 
it or make some other kind of arrangement, but they could not form 
a lease specifically for me. : 

Mr. Rooseverr. Mr. Brown, do you have a question ? 

Mr. Brown. Has your business decreased in the last year ? 

Mr. Brock. For two reasons it has, this price war and field price 
discrimination, but in one instance it cost me one of the best customers 
that I have had for 20 years, the Ziegler Produce Co. Al their trucks 
were buying gas from me, and they are only a block away, and the 
Union Oil sold them a 7,000-gallon tank and a pump and sold them 
the gas at the same price they sold me, gave them temperature cor- 
rection and took the temperature correction away from all the dealers. 

Mr. Brown. Mr. Brock, do you feel that that action on the part 
of your supplier disproved the statement that the major oil companies 
made to the committee many times that the lifeblood of their business 
is their dealer ¢ 

Mr. Brock. Yes. 

Mr. Roosrvett. Mr. Touhey, will you go ahead and wind it up now, 
because we are getting near the end of our time, and we have other 
witnesses to hear. 

Mr. Tounry. Well, I am sure the committee has a rough job to 
go through all the rest of these people. I think I should inform the 
committee that since these hearings were announced and started here 
in Los Angeles, that there has been considerable policy changes by 
Union Oil—excuse me, not Union Oil Co., but quite a few oil com- 
panies—all of a sudden, and we would like to thank the oil companies 
and also the committee for coming to town, and we will pay your 
expenses next time so we can get this job done. 

Mr. Roosrvetr. I think the record should show that that was a 
facetiousremark. [Laughter. | 

Mr. Tounry. I mean it seriously. You would be surprised what has 
happened, I will be quite honest with you. We have been trying to 
get a committee of Union Oil dealers of the Southern California Serv- 
ice Station Association to be able to meet with Union Oil Co. for 2 
years. I am talking about a committee of dealers that we pick from 
the association who are members to meet with Union Oil Co., and 
Mr. Rath, Wednesday evening here, agreed to that meeting. 

Mr. Neus. When did he agree? 

Mr. Tounry. Wednesday afternoon after the hearings, and that is 
the first time it has happened, and we would also like to say some of 
the companies have been very fair lately in the dealer relations pro- 
gram, There are still different points of opinion as no doubt you 
have evidence here. We are not going to change our attitude as far 
as to what we think we might like to have, and so far we have resolved 
quite a few since we have had the association, and in due respect to 
the consignee agreement, since there seems to be an area of misunder- 
standing about that agreement, at least in my opinion, I would like 
to have permission to submit a résumé on nothing but that consignee 
agreement to the committee at a later date. 

Mr. Roosrvett. The committee will be glad to receive it. 
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Well, gentlemen, we want at this time to thank you very much for 
your cooperation with the committee, and we look forward to receivin 
additional material and in particular the specific things that I talked 
to you about, Mr, Touhey, when you can get around to them. Thank 
you very much, gentlemen. 

At this time, as I previously announced, if any representatives of 
the oil companies wish to make a statement to the committee, if they 
will make it very short, the committee will be glad to receive it. 

Will you identify yourself for the record ? 

Mr. Ratu. Robert Rath, Union Oil Co. 


TESTIMONY OF ROBERT RATH, SALES MANAGER, DEALER SALES, 
UNION OIL COMPANY OF CALIFORNIA, ACCOMPANIED BY 
A. ANDREW HAUK, ATTORNEY, LOS ANGELES, CALIF. 


Mr. Rarn. First of all I would like to say that the only reagon 
Monday will be the first time I will meet with John Touhey, or rather 
his group, is because it is the first time I have been asked to meet with 
that group. Since January I have held 40 dealer-council meetings 
attended by about 600 dealers at which we have discussed every one of 
the items that was brought up here, Mr. Roosevelt. We seem to be 
singled out in this case on consignment, and I am very much surprised 
again, as I said, because we have discussed this thoroughly at all 
dealer-supplier meetings. I do want to point out, too, these meetings 
were held throughout our marketing area which is nine Western States, 
Alaska, and Hawaii, and also point out that this group today or this 
committee speaks for only a portion of our 4,100 dealers. The history 
of our pricing policy was this: We have prided ourselves on being a 
quality house. When these price wars first started, at that time I 
happened to be working in the Northwest when they broke out in 
Seattle and Eugene, and we stayed out of the price wars. We kept 
our prices where they were, our dealers did, rather. We had no con- 
signment agreements then, and they held their prices up. That went 
along a sufficient period of time; then the dealers came to us and said, 
“You have to do something for us. These fellows are selling at 4 
cents and 5 cents below us.” In one case in Eugene the price was 22.9 
generally, and our dealers’ prices were about 32 cents. They said, 
“You just have to do something. We are going to go out of business.” 

Mr. Roosrvetr. Mr. Rath, what dealers came to you? Can you 
identify 

Mr. Ratu. The dealer in that area. We can send you some names; 
yes. . 
"Mr. Roosrvett. I think it would be helpful because we have tried to 
pin everything down as much as we could. 

Mr. Ratu. So as a result we worked out a program of dealer help 
in depressed price conditions. We have selected the consignment route 
which we honestly feel is the best route of dealer help. It is our 
method of guaranteeing the highest margins that are given any dealers 
in this area. We take the expense of any pricing brunt below normal 
retail. That would amount to a substantial amount, [ am sure you 
understand, so as a result we feel that we should nominate the selling 
prices. 
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Mr. Roosrve.r. That is expensive to you and to your company, isn’t 
it, Mr. Rath ? 

Mr. Ratu. Very much so. 

Mr. Roosrverr. Therefore if that could be eliminated, it would not 
only improve the condition of Union Oil Co., but all oil companies, 
and the dealers believe—at least this group of dealers believes—that it 
would be of assistance to them. Can you see offhand any reason why 
we should not give serious consideration to such a request ? 

Mr. Ratu. I gather you mean the elimination of price wars? 

Mr. Roosrvett. All discounts, all subsidies, as mentioned, with, of 
course, the objective of eliminating price wars. It is their opinion 
that this is one of the answers to that. 

Mr. Ratu. I wish I could answer that simply, but I am afraid I 
can’t. It is a very complicated problem, I think as you understand 
from the testimony given here the past 3 days. 

Mr. Roosrvett. Do I gather from that, however, that you will give 
it further consideration and communicate with the committee on the 
subject ¢ 

Mr. Ratu. Well, we believe this—when we are talking about these 
subsidies, they are extremely expensive, yes, and we certainly prefer 
marketing our products in a market that is free of price wars. We 
feel that way just as strongly as the dealers do. 

Mr. Roosrvett. Mr. Rath, the specific question I asked you was, 
Would you give this suggestion additional study and at some future 
time communicate with us further as to your position as to whether it 
can or cannot be accomplished from a realistic point of view ? 

Mr. Ratu. We will do that and be very happy to. 

Mr. Roosevett. Thank you. 

Mr. Ratu. We guarantee our dealers in these depressed market con- 
ditions whether they are on consignment or not, incidentally, a 6.6-7.1 
minimum margin. 

We do have many dealers on consignment in areas where there are 
no price wars who are getting considerably more than that 6.6-7.1. 
I think that is highly important to point out because certainly con- 
signment has not been used in order to make any attempt to reduce 
our dealers’ margin. It is the going price in an area that has no 
price war, let’s say allows the dealer an extra 0.7 or 0.8 or in some cases 
1.2 cents per gallon when he becomes competitive with those prices. 
The dealer keeps that ; we don’t. [ 

These dealers sign these consignment agreements with full knowl- 
edge and all the conditions were discussed with them, I am sure. I 
do want to point out this clause, that this agreement will be for a 
term commencing the so-and-so day of a certain year and ending the 
so-and-so day of a certain year— 
and from year to year thereafter until canceled by either party at the end of the 
initial term or of any subsequent contract year upon at least 30 days’ written 
notice to that effect. 

We have had consignment in effect now for most of these dealers for 
more than a year and a half, 2 years, and this agreement has been 
drawn up in every instance for just 1 year. So any dealer who has 
gone through that year’s period who elected to cancel his consignment 
agreement has had that privilege of doing that, and I want to point out 
that I can’t recall—I know there is no request that got to my level 
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where they wanted to cancel this, and we wouldn’t even have to agree 
to it. They have the privilege under the lease of canceling—I mean 
under the consignment agreement to cancel this. 

Mr. Newuis. Mr. Rath, may I ask you a question at that point? Are 
Mr. Hecker and Mr. Ricca dealers of yours ! 

Mr. Ratu. They were. 

Mr. Netuts. Were they on consignment ? 

Mr. Ratu. I couldn’t answer that. 

Mr. Havuk. Let us get into that now, since you have mentioned it, 
Mr. Nellis. As you are aware, I think, Mr. Nellis, there are 2 law- 
suits pending at the present time for a total of some $1,600,000 in con- 
nection with Ricca and Hecker. I think you are aware of that, aren’t 
you? 

Mr. Netuts. Yes, I am aware of it. I have the complaints here. 

Mr. Havk. In those two lawsuits Ricca and Hecker are suing the 
Union Oil Co. and several employees, and by an odd coincidence, 
myself, as defendants, in connection with the refusal of Union Oil Co. 
or, let’s say, the declination of Union Oil Co. to renew their leases. 

Now I heard Mr. Nellis say the other day, or I thought I did, that 
he didn’t want to go into any of the merits of any cases that were in 
litigation. 

Mr. Roosrveir. Are you talking about leases or consignment agree- 
ments ? 

Mr. Havuk. Both. 

Mr. Roosrvetr. They are suing on both. 

Mr. Havx. That’s correct. Now if we want to get into that, since it 
has been mentioned, I would like to mention this to the committee that 
our public relations man, the director of public relations of Union 
Oil, on March 25, 1957, was approached by a Barney McMahon who 
claimed to be a representative of Touhey’s organization, the Southern 
California Service Station Association, to discuss the Ricca and 
Hecker matters and whether or not Union was going to renew their 
leases and their consignment agreements. McMahon claimed to Fin- 
nell, who is C. H. Finnell, director of public relations of Union Oil Co., 
that the company was going to be sued by these dealers who had the 
complete backing of the dealers association, and further, that they 
were to be backed by the association in their appearance before the 
Roosevelt committee which was scheduled to meet in Los Angeles, 
Mr. Finnell explained to the man that lawsuits were a matter for the 
legal department, at which point Mr. McMahon said that the purpose 
of his calling was to advise Finnell that they were going to endeavor 
to use this to obtain that maximum amount of publicity for the associ- 
ation, both from the standpoint of the lawsuit and the appearance 
before the Roosevelt committee. McMahon further indicated that he 
would appreciate it if Finnell would try to influence the marketing 
department not to refuse to renew these leases because of the poor 
publicity that would result for Union Oil Co. and after a discus- 
sion 

Mr. Roosrvert. Mr. Hauk 

Mr. Havk. MayI finish? It is only two sentences. 

Mr. Roosevettr. I want to point out that we are naturally not 
interested in the matters which you are bringing up now. That is 
between the company and something else. But what I do want to 
point out is that the reason that counsel brought this up is that Mr. 
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Rath said that it had not been brought to his attenion that any other 
consignees wanted to cancel their consignee agreements, and in rela- 
tion to that counsel wanted to bring up that at least here are two 
cases which it is our understanding—if we are wrong, we would like 
to be corrected—here at least are two other cases besides Mr. Macia’s 
case and Mr. Brock’s case which are specific cases which would more 
or less contradict what Mr. Rath has been telling us. 

Mr. Havux. Who says it would contradict it? I haven’t heard any- 
thing about Ricca and Hecker contradicting what Rath said about 
consignments being canceled. 

May I finish? As I was stating, Mr. McMahon finally in conclusion 
stated that, one, the association, the Southern California Service 
Station Association, was endeavoring to become a bargaining agent for 
the dealers; and two, that although Union Oil treated its dealers the 
best, Union Oil was to be used as a publicity guinea pig, and Mr. 
Finnell informed him that McMahon, he hoped, would succeed on 
neither ground. 

Mr. Roosrveur. As long as you have put that in the record, the 
committee will instruct counsel to take a sworn statement from the 
gentleman you referred to in order that he may have the equal op- 
portunity of rebutting the testimony you have just voluntarily given 
before the committee. 

May 7, 1957. 
A. ANDREW HAUK, Esq., 
Union Oil Building, 
Los Angeles, Calif. 


DEAR Mr. HAavuK: This is to acknowledge your letter of April 30, 1957, and the 
executed original and duplicate affidavit of Mr. C. Haines Finnell, director of 
publie relations and advertising of the Union Oil Company of California regard- 
ing a conversation he had with Mr. B. J. McMahon on March 26, 1957, which you 
enclosed. 

With this letter I am sending you a copy of the affidavit executed by Mr. 
Bernard J. McMahon of 1324 Wilshire Boulevard, Los Angeles, Calif., which you 
requested. 

Your prompt attention to this matter is appreciated. 

Very sincerely yours, 
JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5. 


BEFORE THE SELECT COMMITTEE ON SMALL BUSINESS OF THE House OF REPRESENT- 
ATIVES, 85TH CONGRESS, SUBCOMMITTEE No. 5, JAMES ROOSEVELT, CHAIRMAN 


(Re Hearings of Subcommittee No. 5, Los Angeles, Calif., April 24-26, 1957) 


AFFIDAVIT OF C. HAINES FINNELL, DIRECTOR OF PUBLIC RELATIONS AND ADVERTISING, 
UNION OIL COMPANY OF CALIFORNIA 


STATE OF CALIFORNIA, 
County of Los Angeles, 8s: 

C. Haines Finnell, being first duly sworn, deposes and says: 

1. My full name is C. Haines Finnell. 

2. I am director of public relations and advertising and have held this position 
with Union Oil Co. since April 23, 1956, and on the date of March 26, 1957. 

8. My office address is 617 West Seventh Street, room 1206, Los Angeles 17, 
Calif. ; re Madison 9-3261. My home address is 409 South Catalina, 
Pasadena 5, Calif. ; telephone Sycamore 5—-1834. 

4. On March 26, 1957, a person known to me to be B. J. (Barney) McMahon 
came to my office—suite 1 2086, 517 West Seventh Street, Los Angeles 17—per- 
sonally, at approximately 2 p.m. He came to see me pursuant to an appoint- 
ment which had been set up at his request in a telephone conversation with me 
approximately 2 or 3 days prior to this personal meeting. He came into my of- 
fice, sat down, and stated that he was a representative of the dealer organization 
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run by John A, Touhey, the Southern California Service Station Association, 
and that he wanted to talk to me concerning two Union Oil Co. dealers, George 
Ricca and Frank Hecker, who, according to McMahon, were not to have their 
service-station leases renewed by Union Oil Co. Mr. McMahon claimed that the 
company was going to be sued by these dealers, who had the complete backing 
of the dealer association, and further that they were to be backed by the associa- 
tion in their appearance before the Roosevelt committee, which was scheduled 
to meet in Los Angeles. 

I explained to Mr. MeMahon that lawsuits were a matter for the legal de- 
partment, at which point Mr. McMahon said the purpose of his calling was to 
advise me that they were going to endeavor to use this to obtain the maximum 
amount of publicity for the association, both from the standpoint of the law- 
suit and the appearance before the Roosevelt committee. 

He indicated that he would appreciate it if I would influence the marketing 
department not to cancel these leases because of the poor publicity that would 
result for Union Oil Co. We had a rather involved discussion on this point 
in which Mr. McMahon admitted that, (1) the association was endeavoring to 
become a bargaining agent for dealers and (2) that although Union Oil treated 
its dealers the best, we were to be used as a publicity guinea pig. I informed 
him that I did not think he would succeed on either count. 

Of course I am not able at this time to give in absolute detail the exact words 
used by McMahon and myself in this conference; however, to my best recollec- 
tion, what he said and I said in effect and in substance is as follows: 

McManon. “I am now representing the Southern California Service Station 
Association dealers and went to talk about two dealers whose leases Union Oil 
Co. are not renewing—George Ricca and Frank Hecker, who have stations on 
Figueroa Street.” 

FINNELL. “I don’t have anything to do with service-station leases or their 
renewals. That matter is entirely in the hands of the marketing department 
and since, as you and I know, good dealers are hard to get, I am sure the market- 
ing department has good reasons for its action.” 

McManon. “I recognize that the reason I am talking to you is that Union 
Oil Co. is going to be sued over this matter and we are going to make it a public 
issue in the press and, in addition, the association is going to back these dealers 
in an appearance before the Roosevelt committee, which is coming out here 
shortly, and that, to my way of thinking, makes it a public-relations matter.” 

FINNELL. “Insofar as the suit is concerned, I am sure our legal depart- 
ment is perfectly qualified to draw valid leases and understands what the law 
is in these matters.” 

McManon. “We are not concerned about the outcome of the lawsuit. We are 
taking this thing up on a publicity basis to go before the public and you’re the 
guinea pig.” 

FINNELL. “Does that apply to the Roosevelt committee hearings, too?” 

McManon. “It certainly does. The association is going to back Ricca and 
Hecker to the limit before this committee and Union Oil Co. isn’t going to look 
too good.” 

FINNELL. “I don’t think much of your publicity idea from either standpoint 
because if you don’t have a legal leg to stand on, you’re not going to get much 
publicity on your suit and, secondly, when the Roosevelt committee holds its 
hearings, there is going to be quite a bit of publicity about dealers and their 
relationships with their suppliers. We are only one company and there is only 
a certain amount of space going to be devoted to our particular case, and I don’t 
think there will be too much of that.” 

McManon. “If it weren’t for our backing these two dealers, you are probably 
right because Union Oil treats its dealers generally the best of any of the com- 
panies. So if you can get these dealers reinstated, we will call the whole thing 
off and not publicize this fact to our membership.” 

FINNELL. “It seems to me you’re trying to become a bargaining agent for 
service station dealers, in which case you would use this as a gimmick to show 
them how much weight you could throw around. I don’t think we're going to 
scare that easily, since the entire matter must be decided on its merits, and 
that is a question of whether or not these two dealers deserved to have their 
leases renewed. After all, poor dealers not only hurt Union Oil Co., but they also 
hurt our other dealers.” 

McManon. “You might say we would like to be something like a bargaining 
agent for service station dealers, and certainly we have to support these two 
in their dispute with your company.” 
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Frnnetz. “I don’t think you have much chance of success of becoming a 
bargaining agent for dealers because of their diversity of interests, and I don’t 
think you are going to get very far with this particular undertaking. For my 
own information, I will check with the marketing department on the specifics 
of these two dealers, in order that I may be in a position to answer any of your 

ublicity.” 
. anne: “This type of publicity can hurt Union Oil Co.” 

FINNELL, “Poor service and poor dealers can hurt Union Oil Co. a great deal 
more, and I am sure we can get a fair and public hearing for any publicity you 
may launch against us.” 

A number of other subjects were also discussed which were of a general nature 
and had no bearing on this particular subject of the nonrenewal of the leases of 
Ricca and Hecker. 

This conference lasted approximately one-half hour and at the end of it Mr. 
McMahon left. 

Further affiant saith not. 

Dated : April 30, 1957. 

C. HAINES FINNELL. 


Subscribed and sworn to before me this 30th day of April 1957. 

[sEAL] P. HOHNSBEEN, 
Notary Public in and for the County of Los Angeles, State of California. 
My commission expires April 8, 1958. 


STATE OF CALIFORNIA, 
County of Los Angeles, 88: 


My name is Bernard J. McMahon, doing business as a Group Specialties 
Bureau, 1324 Wilshire Boulevard, Los Angeles, Calif. 

On either March 26 or 27, 1957, I represented the Southern California Service 
Station Association as public relations counselor, and went to the offices of the 
Union Oil Co., 617 West 7th Street, Los Angeles, and spoke with Mr. Haines 
Finnell, public relations director of Union Oil Co. I went for the purpose of 
discussing the lease termination of Mr. George Ricca, Figueroa and Slauson, Los 
Angeles, Calif., and Mr. Frank Hecker, Manchester and Figueroa, Los Angeles, 
Calif. 

Mr. Ricca had been connected with the Union Oil Co. for approximately 25 
years, 18 of which were as an employee and 7 years as a dealer. Mr. Hecker 
had 16 years of service for the Union Oil Co., of which 5 were spent as an em- 
ployee and about 11 years as a dealer. I explained to Mr. Finell that I felt it 
to be adverse to the interests of the Union Oil Co., and the association, as well as 
the men involved, if these terminations were to be made a matter of public atten- 
tion. I explained to him that I hoped my visit would not be misinterpreted, but 
that as public relations director for Union Oil Co. he would be better advised be- 
fore these terminations actually occurred than to learn about it later as the result 
of public notoriety. I further explained to Mr. Finnell that the Southern Cali- 
fornia Service Station Association was not given any reasons for the Union 
Oil Co. to justify these proposed terminations. 

I further pointed out to Mr. Finnell that there was some feeling that the 
company was making an example of these dealers with such long years of service. 
I further explained that there appeared to be some impression among associa- 
tion members that the real reason for these men’s termination was their partici- 
pation in the association and that if this impression continued to be held then the 
association, for its own survival, would probably want to support these men 
in any way that it could. Mr. Finnell inquired as to the reasons why these men 
were being terminated. I explained that the only reasons we knew of were 
those which were given by company officials to the dealers themselves, who 
in turn reported them to the association. I pointed out that the reasons so re- 
ported did not appear to be substantial grounds for termination of people who 
had been so long in the service of Union Oil Co. I believe I itemized the reasons 
respectively given to the dealers by company representatives. Mr. Finnell asked 
me if these men had lost gallonage. I told him that I did not believe so as far 
as Mr. Ricca was concerned, and that I understood there was a nominal loss 
of gallonage by Mr. Hecker. I advised that I thought it was 1,600 gallons. Mr. 
Finnell then said per what? Per day, per week. per month? I said T was not 
sure, but I thought it was per month, in Mr. Hecker’s case. Mr. Finnell ex- 
pressed the opinion that the reasons which I recounted were not normally con- 
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sidered as weighty, whereas loss of gallonage would be considered important. 
I pointed out to Mr. Finnell that the kind of excitement which could attend 
eases like these would hardly work to the Union Oil Co.’s advantage, in my 
opinion, or to better relations with their dealers. 

I pointed out to him that within a few weeks the Subcommittee on Small 
Business investigating dealer complaints would probably be in town and that 
if these men were terminated, I had no reason to believe that their case would 
not be thoroughly explored by the committee. I advised Mr. Finnell that I 
thought it would be most unfortunate if the Union Oil Co. were to become the 
glaring example of bad dealer practices before the subcommittee in the course 
of its investigations. Mr. Finnell promised to investigate the situation and to 
advise me of his findings. He did not communicate with me after the meeting. 
After some small talk about flying, the interview was concluded at approximately 
2:45 p.m. Mr. Finnell thanked me for coming to see him and reiterated that 
he would get in touch with me after he had checked the situation out. 

I have been advised that Mr. A. A. Hauk of the Union Oil Co. has made the 
statement at the hearing on April 26, 1957, that Mr. Bernard J. McMahon stated 
to Mr. Haines Finnell that Mr. McMahon and the Southern California Service 
Station Association would use the Union Oil Co. as guinea pigs in the Ricca 
and Hecker matter. To the best of my recollection, I did not at any time use 
that term in connection with the Union Oil Co. or make that statement to Mr. 
Finnell. Mr. Hauk was not present at my interview with Mr. Finnell, which I 
regarded at the time as a confidential discussion. 

BERNARD J. MCMAHON. 

Attest: Mary P. RIEDEL. 


UNITED STATES OF AMERICA, 
Southern District of California ; ss: 

I hereby certify that on the 26th day of April 1957 before me personally ap- 
peared Bernard J. McMahon and he made oath in due form of law that the 
matters and facts contained in the above statement are true to the best of his 
knowledge and belief. 

JUSTINUS GOULD, 
Assistant Counsel, Select Committee on Small Business, 
House of Representatives. 


Group SPECIALTIES BUREAU, 
Los Angeles 17, Calif., May 14, 1957. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, House Select Committee on Small Business, 
House of Representatives Office Building, Washington 25, D. C. 


Dear Mr. Roosevett: Your thoughtfulness and fair play in forwarding a copy 
of Mr. Finnell’s April 30 affidavit are much appreciated. 

With interest and perplexity, I have studied that artfully contrived document, 
prepared, I have learned, with the assistance of Attorney Hauk. 

My own affidavit given to Committee Counsel J. Gould on April 26 at the Los 
Angeles Federal Building remains, as far as I’m concerned, an accurate account 
of my friendly chat with Mr. Finnell late in March. Furthermore, it is in accord 
with the facts of the Ricca-Hecker situation where as Mr. Finnell’s account 
does not meet the same test. 

In all charity to Mr. Finnell, the only additional comment I can make is that, 
although he constructs a nice script, his powers of recollection are poor indeed. 

As a very small-business man, I seek no altercation with either Mr. Finnell or 
the Union Oil Co. However, if you require additional information about this 
matter in the pursuit of your committee’s objectives, I will promptly respond 
to your request. 

Most sincerely, 
BERNARD J. MCMAHON. 


Now, Mr. Rath, you may continue. 

Mr. Raru. I would like to clear one point. My statement was to 
the effect that the consignee has the privilege of canceling the con- 
signment agreement on the basis which I read and that I don’t know 
of any who has canceled or asked to cancel. As I say, we wouldn’t 
even have had to agree to the canceling. He has the right under the 
consignment agreement. 
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I just have a few more statements. 

Mr. Roosrvetr. As to Mr. Brock and Mr. Macia, then you do not 
know about those cases. 

Mr. Raru. Well, Mr. Chairman, obviously Mr. Brock, if we gave 
him a check the other day, was not ‘under consignment. AsI pointed 
out in my testimony, we have the purchase and sale dealers who are 
the ones who get checks, as Mr. Brock pointed out. 

Mr. Roosrvetr. His testimony was that you wanted to put him‘on 
consigninent, is that correct ? 

Mr. Raru. Whether we did or not, anperenty he refused, which 
he has the privilege of doing, because otherwise I don’t know why we 
would have given him a check. 

Mr. Roospverr. In Mr. Macia’s case, as I understand it, you canceled 
him. He did not voluntarily send you a cancellation notice? 

Mr. Raru. That’s right, Mr. C hairman, and then a short: while 
after that he asked to sign a consignment agreement with us, and we 
agreed to do so, so he is now on consignment, although he was not on 
consignment for a brief period. 

Now, this consignment, I want to say, represents our method of 
taking care of the dealer in the depressed market. Now, the committee 
today expressed a violent dislike apparently of all other types of 
subsidies. Yet, on the other hand, they admit that they need ‘sub- 
sidies to stay economically whole. 

Mr. Hauk. You mean the association, not the committee. 

Mr. Roosevetr. You are speaking of the association. 

Mr. Raru. Well, association committee; yes. I would like to know 
this, I would like to know how the dealers propose we meet competi- 
tion that is 5 cents under us, because they certainly were not happy 
when we didn’t meet such competition, and this, in our opinion, is 
the best method of meeting that competition under depressed price 
war conditions, and we don’t honestly believe that we take any of 
the mdependence away from the dealer by the nature of this docu- 
ment. We reserve no rights under it other than nominate prices, on 
the basis of which we guarantee him the minimum margin whic h is 
the best in the industry. 

Thank you. 

Mr. Roosreverr. Mr. Brown ? 

Mr. Brown. Mr. Rath, is there any difference in the minimum 
margin that you guarantee the dealer under a consignment and what 
he can make if he isn’t under consignment? In other words, when 
you get into a pr ice war, does the dealer's margin fall somewhat ? 

Mr. Raru. Congressman Brown, here is how it works: We have, 
let’s say in Los Angeles, a normal retail of 31.2 cents per gallon. If 
we are in a happy enough situation to get back to a normal market, 
31.2 would be the price we would normally spell out in a consignment 
agreement. Now, competitive price might become 31.9. That might 
be the level at which pricers, major pricers, in the area sell rather 
than 31.2. In that event we would nominate the 31.9 as the selling 
price rather than 31.2, and the dealer’s margin would increase by 
the 0.7 of a cent per gallon because he is responsible to us only for the 
difference between our truck and trailer tank wagon price to him 
and the normal retail, so he would pocket the extra 0.7. We have 
many, many markets right now where that is taking place. I would 
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say in every market that is not depressed the dealer is getting an extra 
add-on over and above our normal retail, so we go ahead and agree to 
nominate that with him, and he pockets the difference. But he would 
never make less than a 6.6 or 7.1 that we guarantee as a minimum. 
He could very easily make more and usually does in a normal market 
or nondepressed one. Does that answer your question ? 

Mr. Brown. Thank you. 

Mr. Roosevett. Thank you very much. 

I am afraid we don’t have time to go back over this question, Mr. 
Brock. If you have anything else you wanted to submit, would you 
submit it in writing to the committee, and we would be very glad to 
receive it. 

The committee at this time would like to hear from the members of 
the poy ia Petroleum Marketers Council. Will they come for- 
ward? 

Gentlemen, starting with Mr. Lundberg, would you go down the line 
and idefitify yourselves for the committee ? 

I would like to have the private rebrander group also at the same 
time. 

Mr. Lunpserc. All right. Well, they have expressed the feeling 
that their interest is slightly different. 

Mr. Roosevett. I realize that, but I would like them up here. 

Mr. Davis. Mr. Chairman, we would rather speak for ourselves. 

Mr. Rooseveitt. We would like to have you up here if you don’t ob- 
ject to sitting with these gentlemen. 

Mr. Davis. We have no objection to sitting with them, but we want 
to give statements separately. 

Mr. Lunpserc. My name is Dan Lundberg. I am the executive 
secretary of the particular association you called. 

This, gentlemen, is Mr. G. A. Powell, rebrand distributor. The 
next gentleman is John Gibson, General Petroleum distributor. The 
next gentleman is Thomas Carroll, a Signal commission agent. They 
are the three members of the legislative committee of the California 
Petroleum Marketers Council and Mr. Carroll is the chairman. 

Mr. Roosevett. On your left, would you gentlemen identify your- 
selves ? 

Mr. Lirpman. Louis Lippman, an independent rebrand dealer. 

Mr. Wacconer. Don Waggoner, rebrand retailer. 

Mr. Catpwett. C. M. Caldwell, Jr., rebrand retailer. 

Mr. Davis. Herschel I. Davis, rebrand retailer. 

Mr. Lunppere. In this connection I have to reidentify myself. My 
name is Dan Lundberg and I am the executive secretary of the Serve- 
Yourself and Multiple-Pump Association. 

Mr. Roosrvett. Do you solemnly swear that the testimony you are 
about to give before this committee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Lunpeserc. I do. 

Mr. Powe tt. I do. 

Mr. Greson. I do. 

Mr. Carrott. I do. 

Mr. Lieeman. I do. 

Mr. Wacconer. I do. 

Mr. Cautpwe tu. I do. 

Mr. Davis. I do. 
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TESTIMONY OF DAN LUNDBERG, EXECUTIVE SECRETARY, CALI- 
FORNIA PETROLEUM MARKETERS COUNCIL; G. A. POWELL, 
REBRAND DISTRIBUTOR, MEMBER, LEGISLATIVE COMMITTEE, 
CALIFORNIA PETROLEUM MARKETERS COUNCIL; JOHN GIBSON, 
GENERAL PETROLEUM DISTRIBUTOR, MEMBER, LEGISLATIVE 
COMMITTEE, CALIFORNIA PETROLEUM MARKETERS COUNCIL; 
AND THOMAS R. CARROLL, SIGNAL COMMISSION AGENT, CHAIR- 
MAN, LEGISLATIVE COMMITTEE, CALIFORNIA PETROLEUM MAR- 
KETERS COUNCIL 


Mr. Roosrvext. It is the understanding of the committee that Mr. 
Gibson has a prepared statement. 

Mr. Lunppera. Mr. Carroll as chairman has 

Mr. Roosrvett. Sorry. Mr. Carroll as the chairman. In‘looking 
over the statement, Mr. Carroll, I notice that ye oa, at the bottom: 
of page 1 you begin to discuss the bills that are before the committee, 
re because the committee has a limited time—not that we will value 
it any less—we would include it in the record exactly at that point. 
I presume you have given the members of the press a copy of your 
statement. If you haven’t, we will see that they get it now. Would 
you go from the bottom of page 1 to the top of page 5 and go on with 
the rest of the testimony ¢ 

Mr. Carroii. Statement of Thomas R. Carroll, chairman, legisla- 
tive committee, California Petroleum Marketers Council, 3623 
Cahuenga Boulevard, Los Angeles 28, Hollywood 3—0595. 

My name is Thomas R. Carroll, and I am a partner in Standard & 
Carroll, commission agents, distributing petroleum products to com- 
mercial, agricultural, industrial, and dedier accounts for the Signal 
Oil Co. Our partnership office is situated at 11118 South Myrtle Street, 
Downey. The areas of our distributing company are: 

Downey, Bellflower, Artesia, Paramount, Norwalk, Montebello, 
Bell, Bell Gardens, Maywood, and some of Lynwood, Southgate, and 
Whittier. 

I am the chairman of the legislative committee of a State trade as- 
sociation called California Petroleum Marketers Council. Serving on 
this committee with me are Mr, G. A. Powell, a prominent Rio Grande 
purchase-and-sale type of petroleum distributor, and Mr. John. B. Gib- 
son, the General Petroleum distributor for the city of*®? Cajon, who 
will contribute a supplementary statement to my own chairman’s state- 
ment. 

May I make it clear that I am appearing before this committee not 
only in behalf of my own distributing company, then, but also on behalf 
of the State’s best known petroleum products distributors, who are 
small-business men who act as distributors, rather than by our suppliers 
directly. It is extremely important to an understanding of this CPMC 
that one realizes that our suppliers are both the 7 major oil companies, 
and 8 of the 15 so-called independent suppliers of petroleum products. 
Thus, the CPMC represents the distributing interests of major and 
minor alike, with a healthy representation of private-brand.marketers 
included. For emphasis to those who may think we lack indeperidence, 
let. me add that we are frequently a thorn in the side to our suppliers 
and are organized as much as anything else to guard our interests 
against their sometime lack of understanding of our problems. 
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Our association at its most recent convention, in Fresno, passed a un- 
animous resolution to oppose Senate and House bills 11, the so-called 
equality-of-opportunity proposal. I add this information with the 
fear that it will be taken gratuitously, but it is the clue to what follows 
with regard to your essential investigatory effort to find out if there 
are legislative remedies for our difficulties as small-business men. 

Mr. Roosrvetr. Now, if you will go over to page 5 and start with the 
part headed “Price Wars.” 

Mr. Lunpvserc. The rest of the material is being incorporated by 
reference. 

Mr. Roosrvetr. Yes, it will be incorporated by reference in the 
record, 

Mr. Carroiu. Price wars. Your committee so frequently discusses 
the cause of price warfare, and has more than once heard witnesses 
recommend changes in tank-wagon practice to rectify one source of 
this evil, that we decided to urge your committee to consider the prac- 
tical aspects of the present system. Speaking for distributors, we 
would be hamstrung if any fluctuations of tank wagon would become 
frequent, through some statute requiring such changes rather than 
changes which take place in the area of discounts off tank wagon. 

When we, as consignees, proceed to sell a dairy, say, we sell him once 
and then proceed to serve him week in, week out. We sell service, 
mostly. Service, in fact, at almost any hour of the day or night. A 
load of oil to meet a sudden frost; a weed killer to meet a sudden de- 
cision of a farmer. We could not afford to resell that dairy account 
daily, as each and every company began quoting its price posting on 
a daily or hourly basis, as in a commodity market for butter or eggs. 

A stable tank wagon, upon which long-term planning for cities and 
businesses may be based, does not imply that competition has been in- 
hibited. We know that production methods, the drilling and rhythmic 

umping of wells, do not fluctuate in costs of operation by the hour, 
Dut change gradually and only occasionally on the basis of great events 
in the world of petroleum. It is in the day-to-day demands of the pub- 
lic where the competition, pennywise, is brisk; and where, in turn, but 
at a much less rapid rate, the discounts off tank wagon for the various 
legitimate functional classifications account for the next big and au- 
thentic competitive phenomena. 

As for the dealer allowance, or rebate, per se, our association has 
concluded in its opposition to the so-called anti-good-faith legislation 
that the dealer allowance is the realistic and unavoidable result of the 
passage of the original Robinson-Patman Act: The means that eco- 
nomic forces required be taken by the industry to cope with the condi- 
tions that obtain when regulation fails to provide the desired end. 
It does not cause price wars, as such. 

Our complaints. We do have problems, though. We shall outline 
them, now: 

First. We want more commission. Labor costs have recently gone 
up for some suppliers. They have gone up for us, too. Other costs, 
over the years, have been rising and rising, yet, percentagewise, with 
no real increase in our little commissions, our margins have dimin- 
ished. This is an evil. We perform a vital distributive function, 
and we are poorly paid for it. nag ' 

Second. Our suppliers may, and do, bypass distributors’ bulk 
plants. We do hard work in scouting our new commercial, agricul- 
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tural, and station accounts, risk time and money to build up young 

businesses into bigger accounts, and then the suppliers will spot that 

fine big piece of business and bypass a distributor’ s bulk plant opera- 

tion with a direct delivery. Sometimes we’re paid a modest override 

= their stepping into our territory, but at other times we have to 
wallow our gorge and loss. 

"But these two big main problems, gentlemen, you cannot solve with 
legislation. 

It has been suggested to us that your committee has even included 
among its objectives a search for nonlegislative remedies. Our trade 
association works constantly in this area, and we welcome any con- 
structive outside assistance. 

Weare glad you came, because it gave us this forum. We are grate- 
ful to you as individual lawmakers, and we know that you and your 
staff have made unusual personal efforts on behalf of the public. We 
have been treated politely and entirely in the public interest. Most 
important, you have made us consider and work at the defense of our 
corporate enter prise system very, very hard, and that is the most 

satisfying activity outside of distributing petroleum products that 
we know of. 


Thank you, gentlemen. 

Mr. Roosevett. Thank you, Mr. Carroll. We will, of course, include 
your entire statement in the record as submitted at this time. 

(The statement of Mr. Carroll in full is as follows:) 


STATEMENT OF THOMAS R. CARROLL, CHAIRMAN, LEGISLATIVE COMMITTEE, CALI- 
FORNIA PETROLEUM MARKETERS COUNCIL, LOS ANGELES 


My name is Thomas R. Carroll, and I am a partner in Stannard & Carroll, 
commission agents distributing petroleum products to commercial, agricultural, 
industrial, and dealer accounts for the Signal Oil Co. Our partnership office is 
situated at 11118 South Myrtle Street, Downey. The areas of our distributing 
company are: 

Downey, Bellflower, Artesia, Paramount, Norwalk, Montebello, Bell, Bell 
Gardens, Maywood, and some of Lynwood, Southgate, and Whittier. 

I am the chairman of the legislative committee of a State trade association 
ealled California Petroleum Marketers Council. Serving on this committee with 
me are Mr. G. A. Powell, a prominent Rio Grande purchase-and-sale type of 
petroleum distributor, and Mr. John B. Gibson, the General Petroleum distributor 
for the city of El) Cajon, who will contribute a supplementary statement to my 
own chairman’s statement. 

May I make it clear that I am appearing before this committee not only in 
behalf of my own distributing company, then, but also on behalf of the State’s 
best known petroleum products distributors who are: small-business men who 
act as distributors for their supplying companies and are paid a commission on 
consigned stocks, or who buy and sell those stocks as actual jobbers. Also, our 
association numbers such dealers as are supplied by distributors rather than by 
our suppliers directly. It is extremely important to an understanding of this 
CPMC that one realizes that our suppliers are both the 7 major oil companies, and 
8 of the 15 so-called independent suppliers of petroleum products. Thus, the 
CPMC represents the distributing interests of major and minor alike, with a 
healthy representation of private brand marketers included. For emphasis to 
those who may think we lack “independence,” let me add that we are frequently a 
thorn in the side to our suppliers and are organized as much as anything else to 
guard our interests against their sometime lack of understanding of our problems. 

Our association at its most recent convention, in Fresno, passed a un2snimous 
resolution to oppose Senate and House bills 11, the so-called equality of opportunity 
proposal. I add this information with the fear that it will be taken gratuitously, 
but it is the clue to what follows with regard to your essential investigatory effort 
to find out if there are legislative remedies for our difficulties as small-business 
men. 
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About “divorcement”’ 


Our committee and I, personally, am against any remedy patterned after the 
so-called divorcement bill, H. R. 426. 

I am perhaps about as typical a consignee-distributor as you could find. My 
partner and I have been in business for 18 years. We have six employees. We 
Serve over 100 commercial and agricultural accounts, and our 20 Signal Oil 
stations. We own our own equipment, improvements and our own rolling stock. 
Petroleum products are consigned to our bulk plant and we sell our accounts 
at tank-wagon prices for a total commission on gasoline, for instance, of 249 
cents. Under our contractual agreement with Signal Oil Co., we must find and 
install our 20 dealers, see that they, in turn, properly man their stations, and 
observe Signal’s policies for the public benefit and ours. 

Apart from my fear as to what would happen if the petroleum industry were 
economically dismembered by divorcement, my partner and I would not be able 
to make the money we do now with our investment and labors. Without our 
tieup with our supplier, our $45,000 wolud be no more than the total value, land 
and improvements, of one of our stations. 

And it is not just us consignees who would be hurt by a divorcement from retail 
operations of producers who sell at wholesale for resale to dealers. Our own 
dealers realize that they are the operators of stations worth far more than they 
could own. Our dealers pay a rental equivalent to the rent for bare ground. 
Improvements run about $25,000. A typical rental for both ground and improve- 
ments would be $150 monthly. Some of our delares have gone into business for as 
little as $1,500. One of our best units has improvements worth $32,000. We in- 
stalled a dealer who put in $2,300 for both his first month’s rent as well as ade- 
quate stocks to put him in business for himself. 

Within 6 months, the above-mentioned dealer will either make himself $700 
or $800 a month, or we will both discover he is wrong for the business. It always 
astonishes us consignees to find that there are proposals made to protect-the few 
who occasionally fall by the wayside from the suppliers and/or distributors who 
have given them this chance to go into business for themselves. At any rate, in 
our 18 years, we have had occasion in but 2 instances to go to dealers to even 
ask them to get out of our stations. Thus, divorcement would make it quite 
impossible for such a small investor to get into a dealership worth so much more 
than he has to invest, while our experience with dealers in our 20 stations over 
these years offers a comment on the next suggested remedy for abuses that our 
committee examined. 


H. R. 425, the dealer’s “day in court” 

Mind you, that in those two really unsatisfactory cases, we did not even have 
to go to court. But, anticipating that we will run into a dealer so obnoxious, 
or unfitted for the work, that we must get rid of him, it strikes us as an enormous 
handicap if he is to be armed with the knowledge that he can sue us for damages 
if we have failed to act in good faith in failing to renew his lease. 

Distributors do not lightly install or get rid of dealers. 

Long before a dealer has reached the point where he must be gotten rid of, he 
has convinced himself he’s through. These points are basic: 

(1) If our dealer isn’t making money himself, we aren’t, either, and we 
both know he’s a square peg. 

(2) Long before complaints reach the big supplier, they reach us, and 
before that, the dealer himself, and he invariably feels the impact of public 
resistance to his tenure. 

(3) Most people are fairminded, and that goes for dealers and distributors, 
and special legislation for this class of landiord-tenant seems unwarranted. 

In our experience, unsightly stations, abuse of facilities, inability to account 
for transactions, and faulty relations with the public, are the areas in which 
dealers fail. 

The suggested legislation presupposes that dealers are being canceled out for 
such unfair reasons that they need a special statute. The proposed law puts 
this industry under a cloud in the very telling, and, as a committee, we find the 
remedy abhorrent and unnecessary. 

The legislation, however, has been suggested in the opinion of our committee 
not as a remedy for our practice of bouncing out such dealers whose haircuts we 
don’t like, but as a remedy for our getting rid of them because they do not observe 
our views about their pricing behavior. Therefore, in deference to this matter 
of a hidden area of abuse, our committee decided to tell your committee about 
the truth of that. 





oe F © 


=—/ eS 


DISTRIBUTION PRACTICES IN THE PETROLEUM INDUSTRY 365 


Sometimes we get a dealer in one of our units who finds that he likes the rest- 
ing opportunities between gasoline sales. Or he may decide that he can get along 
by selling as little as 7,000 gallons a month, with a new low in take-home of, say, 
$250 a month. We have seen how a $25,000 investment in improvements will 
hardly be paid off to us, as consignees, or to our suppliers, with as little activity 
as that, and so, we look into the matter. 

If his error is not in thumbing his nose at customers to drive them away, hig 
price is too high. Usually, a dealer whose price is too high is trying to make 
his living with the fat margin, while he ignores his falling volume. When we 
discover this, we must watch him carefully, for he tends to dry up his station, 
and to his occasional mystification, put himself out of the competitive picture 
entirely. It is then that we suggest that he be competitive. 

If the dealer elects to be competitive, he negotiates through us for a dealer 
allowance from our supplier. If the company determines that our facts are cor- 
rect and that the dealer must lower his price to meet the lower prices around 
him, they aid him to 70 percent of the amount he must sacrifice in dropping. 

The question arises: Do we share in the dealer allowance which our com- 
pany grants the dealer? The answer is “No.” 

The question arises: Do we have any motive to get him back up in price 
to relieve his reduced margin? The answer is “Yes.” We have the strongest 
instinct to get him the largest possible margin, based upon a rational volume, 
because if there is one thing we hate to do it is to help check a man out and 
then have to go find another. The infrequency of this experience over the years 
indicates our own repugance for unduly low prices, so that the last thing that 
could be said about us is that our hidden urge to get dealers to lower the price 
suggests that he needs a “day in court” as protection. 


H. R. 428, on unlawful commission arrangements on TBA 


Our committee attitude with regard to the brokerage arrangements that sup- 
pliers make or might make for the use of exclusive lines at the retail level, are 
like our attitude on other bills we have taken a look at that would force the 
suppliers to get out of the distribution of tires, batteries, and accessories, alto- 
gether: we much oppose this effort to improve conditions through regulation. 

We were not, frankly, able to analyze fully the ramifications of this bill, and 
assumed that it was the supplier’s “override” given by certain tire companies, 
let us say, to such suppliers that push their lines exclusively in their stations. 

In any event, a typical consignee can handle as much as $20,000 in TBA. 
My supplier, for instance, has such contracted lines as Lee Tires, Mac’s Polish, 
Purolator Filters, Signal Batteries, and so on. We do not force our dealers 
to push these lines. As long as our dealers are stocked with our line, we don’t 
care. Why? Well, the profit on TBA is not considerable. Our supplier has 
never put any pressure on us to move our line, or to discourage a dealer’s buying 
other TBA lines, and we have never once exerted pressure ourselves, 

We oppose the bill, and any bill which disaffects our supplier’s offering us 
TBA lines and advantages based upon their having a brokerage profit arrange- 
ment. We oppose it and such bills because we wish to keep secure our modest 
but important stake in TBA. Here is our logic: 

(1) We think the supplier has conducted much investigation and done much 
comparative shopping to get the best deals. 

(2) We profit, and we think the dealer profits through quality as well as 
in value, therefore. We also think our lines give him a “chain look,” which 
suggests reliability to customers—and customers have predisposed tastes for 
these lines and expect to find them when they visit our dealers. 

(3) If our supplier loses his interest in TBA through any curtailment of 
brokerage, we’d have to get into it with our tiny resources. The largest dis- 
tributors among us would enjoy the big functional discounts and create a new 
problem, 

We cannot conceive of any benefit arising out of such brokerage curtailment 
to the TBA industry, unless it satisfies some companies which have not yet made 
such large functional classification deals. 

We do not believe that arresting the development of this marketing phe- 
nomenon will increase the range of TBA sources to the public, but decrease it. 


Price wars 


Your committee so frequently discusses the cause of price warfare, and has 
more than once heard witnesses recommend changes in tank wagon practice 
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to rectify one source of this evil, that we decided to urge your committee to 
consider the practical aspects of the present system. 

Speaking for distributors, we would be hamstrung if any fluctuations of tank 
wagon would become frequent, through some statute requiring such changes 
rather than changes which take place in the area of discounts off tank wagon. 

When we, as consignees, proceed to sell a dairy, say, we sell him once and then 
proceed to serve him week in, week out. We sell service, mostly. Service, in 
fact, at almost any hour of the day or night. A load of oil to meet a sudden 
frost; a weed killer to meet a sudden decision of a farmer. We could not afford 
to resell that dairy account daily, as each and every company began quoting 
its price-posting on a daily or hourly basis, as in a commodity market for butter 
or eggs. 

A stable tank wagon, upon which long-term planning for cities and busi- 
nesses may be based, does not imply that competition has been inhibited. We 
know that production methods, the drilling and rhythmic pumping of wells, do 
not fluctuate in costs of operation by the hour, but change gradually and only 
occasionally on the basis of great events in the world of petroleum. It is in 
the day-to-day demands of the public where the competition, pennywise, is brisk ; 
and where, in turn, but at a much less rapid rate, the discounts off tank wagon 
for the various legitimate functional classifications account for the next big 
and authentic competitive phenomena. 

As for the dealer allowance, or rebate, per se, our association has concluded 
in its opposition to the so-called anti-good-faith legislation that the dealer al- 
lowance is the realistic and unavoidable result of the passage of the original 
Robinson-Patman Act: the means that economic forces require be taken by 
the industry to cope with the conditions that obtain when regulation fails to 
provide the desired end. It does not cause price wars, as such. 

Our complaints 

We do have problems, though. We shall outline them, now: 

First. We want more commission. Labor costs have recently gone up for 
some suppliers. They have gone up for us, too. Other costs over the years 
have been rising and rising, yet percentagewise, with no real increase in our 
little commissions, our margins have diminished. This is an evil. We per- 
form a vital distributive function and we are poorly paid for it. 

Second. Our suppliers may and do bypass distributors’ bulk plants. We do 
hard work in scouting our new commercial, agricultural, and station accounts, 
risk time and money to build up young businesses into bigger accounts, and then 
the suppliers will spot that fine big piece of business and bypass a distributor’s 
bulk-plant operation with a direct delivery. Sometimes we're paid a modest 
override for their stepping into our territory, but at other times we have to 
swallow our gorge and loss. 

But these two big main problems, gentlemen, you cannot solve with legisla- 
tion. 

It has been suggested to us that your committee has even included among its 
objectives a search for nonlegislative remedies. Our trade association works 
constantly in this area, and we welcome any constructive outside assistance. 

We are glad you came, because it gave us this forum. We are grateful to you 
as individual lawmakers, and we know that you and your staff have made un- 
usual personal efforts on behalf of the public. We have been treated politely 
and entirely in the public interest. Most important, you have made us consider 
and work at the defense of our corporate enterprise system very, very hard, 
and that is the most satisfying activity outside of distributing petroleum prod- 
ucts that we know of. 


Mr. Roosevetr. I gather from your testimony, with which I am 
quite in agreement as it relates to your problem, that this is really a 
matter of the ability of your organization to work out your problems 
within the industry with your suppliers. Certainly we wouldn’t want 
to legislate or suggest any way that we could or should set up a system 
of setting what your commission shall be. That is a question for you 
to bargain out with the supplier. 

Did you have any questions, Mr. Hosmer? 

Mr. Lunpperc. May I volunteer something at that point, sir? 

Mr. Roosrvett. Yes, sir. 
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Mr. Lunpsere. It isn’t that his statement there at the end about 
seeking nonlegislative remedies applies only to those problems. It 
applies as a summary to the material which will appear in the record, 
the opposition of the association to such legislation as the divorcement 
and the other bills including Senate bill 11. 

Mr. Roosevetr. I might ask on that whether you have any comment 
on H. R. 432. I notice you have not included 

Mr. Lunppere. I have a personal comment on that. 

Mr. Roosrvett. Does the association have a comment or has it taken 
any position on it? 

Mr. Lunpsere. No; it has not, but I should qualify that. I think 
my personal observation might even be appreciated by yourself. I 
happen to approve of that particular—you are speaking of the civil 
enforcement ? 

Mr. Roosgvett. Yes. 

Mr. Lunppere. I quite approve of that personally, and the reason 
I offer that gratuitously is that the association sponsored such legis- 
lation on a State level, and it could have happened had that particular 
legislation been discussed with reference to this committee that some 
action might have been taken in favor of it, but that is just a personal 
opinion. 

Mr. Roosrvevr. I think the committee would appreciate it if the 
association as such, if it cares to, naturally, would make any further 
comment officially that it wants to make on it at a later date and 
submit it to the committee. 

Mr. Lunppere. We were going to discuss it at our next convention 
on May 10. 

Mr. Roosevetr. Mr. Brown? 

Mr. Brown. No. 

Mr. Roosrvertr. Mr, Nellis? 

Mr. Netuis. One rapid question, Mr. Chairman. I haven’t read 
your statement carefully enough to know whether it tells us who 
your sales are made to in general. Do you make them to these private 
rebrand retailers ¢ 

Mr. Lunppera. No, sir; we do not. 

Mr. Newiis. To whom do you make your sales ? 

Mr. Lunpperc. To Signal Oil Co. stations and to their brand only 
and to commercial, agricultural, and industrial accounts as we develop 
them. 

Mr. Nexus. Signal Oil Co. is your supplier. You are their sort 
of branded consignee; is that right ? 

Mr. Lunppere. Yes, sir. 

Mr. Newuis. Are they a subsidiary of any major company ? 

Mr. Lunprerc. Yes. They are a division of the Standard Oil Com- 
pany of California. 

Mr. Nexus. I see, and you don’t sell anybody but their branded 
stations ? 

Mr. Lunppere. That is right. 

Mr. Newus. Allright, sir. Thank you very much. 

Mr. Roosreveir. Do any of the other gentlemen want to— 

Mr. Lunpperc. We have a prepared statement of Mr. John Gibson, 
who represents what might be called a minority report on our com- 
mittee. 
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Mr. Greson. Honorable chairman, members of the committee, my 
name is John B. Gibson, and I am president of the John B. Gibson, 
Inc., petroleum distributing company situated at 367 South Marshall 
Avenue, E] Cajon, Calif. My company is a distributor of petroleum 
products for the General Petroleum Corp. I am a member of the 
California Petroleum Marketers Council, a nonprofit organization 
made up of the State’s wholesalers, with a representation of dealers 
served by them rather than served directly by the supplying com- 
panies. 

Our California Petroleum Marketers Council has a duly consti- 
tuted committee which is here today called the “legislative commit- 
tee,” consisting of Tom Carroll, a Signal Oi! Co. consignment dis- 
tributor; G. A. Powell, a Rio Grande purchase-and-sale-type distribu- 
tor; and myself, also of the purchase-and-sale-type distributor. Mr. 
Carroll is our chairman and submits to your committee his statement 
of our conclusions containing, particularly, data about consignment 
distributors. It is my contribution here to add to his remarks from 
the standpoint of the purchase-and-sale type of distributors who, 
though in the minority in California, are numerous enough to deserve 
their special expression in our committee report to your committee. 

I do not know one distributor to whom I could myself go to find 
encouragement for any of the current proposed legislation, so wide- 
spread is our opposition to any further regulation. It is not an arbi- 
trary opposition that we have arrived at, but a most considered one. 
As a distributor, for example, I am very much worried by the so- 
called divorcement bill, which our committee report condemns. 

It is not that I am voicing the attitude of my supplier, with whom 
I could be suspected of being sympathetic. But the divorcement bill 
we studied is not phrased so that it applied only to major oil com- 
panies. The way we read section 3 of H. R. 426, “producer” means 
a person engaged in transporting gasoline, as well as one importing it 
or refining it. We read ourselves into its meaning then and trembled. 
As written, it would force any supplier of petroleum products at 
the wholesale level—and that’s us, me—to divorce himself of any in- 
terests in retail service stations. 

I can draw a most unhappy picture of myself if I were to have to 
undergo divorcement. During the 20 years I have devoted my life 
to my distributorship with General Petroleum, I have built up a chain 
of 32 stations, some of which I own outright, after having started out 
with just 2 little stations. The majority of those stations are not 
owned in fee by me, however, and, if I were to undergo divorcement 
I would lose at the outset some 160,000 gallons of business a month, as 
well as the basis of my chain distributorship. 

If it were to be explained to me either that the bill is not aimed 
at me, or that it could be amended to aim only at my supplier and 
other large companies, I would think, “Well, if it can happen to them, 
it is only a question of time before it will include me.” So I wish to 
register my most emphatic personal protest along with our commit- 
tee’s opposition; the proposed legislation strikes at the heart of a 
man’s opportunity to be an enterpriser. 

The bill regarding the day-in-court’ privilege to be given retail 
dealers by enabling them to bring suit because distributors may not 
have acted, may I quote, in good faith, end quote, in terminating their 
leases, strikes us as entirely unjustified. 
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It is not that we wish to hold onto our present right to refuse to 
renew a lease with a dealer because we don’t like the wart on his nose, 
because such reasons are not reasons we use. Thus, the bill sounds 
quite innocuous—we must act in good faith in refusing to renew. But 
one does not have to call in a psychoanalyst to find out that a man 
is a misfit as a dealer. In hundreds of little ways a misfit can ruin 
the goodwill and custom that a station may enjoy, yet it might be most 
difficult to convince a jury that he is not entitled to damages after he 
sues to recover damages. No distributor would dare to refuse to re- 
new a lease on any but the most secure grounds. Thus we’d no doubt 
have to keep dealers who otherwise would be canceled, should be can- 
celed, and thus the motoring public would suffer from a general loss 
of tone in the atmosphere of snappy, appreciative service, which 
should prevail in a good gas station. 

To me, the right to property, the landlord-tenant relationship is 
threatened here. 

Bill 428, H. R. 428, does not materially affect many of us whole- 
salers. It is obviously aimed at the brokerage arrangement that a cou- 
ple of suppliers have set up in providing tires, batteries, and accessories 
to their dealers. As we have analyzed this, it is an infringement upon 
our right to find a way to repay ourselves for the time spent in a dealer’s 
station in persuading him of the merits of a particularly good line 
that we have obtained a good price on. Like the other members 
of our committee, I am not directly affected by such a practice, but I 
join with them in opposing the proposed legislation because it attacks 
an area of logical and appropriate profit. 

My statement will have to differ in one slight regard with the com- 
mittee I have worked on. While I concurred with them in the summary 
of the two biggest problems affecting wholesalers in this State, I told 
your counsel, Mr. Nellis, April 23, and I tell you today, that I per- 
sonally am quite happy. I also was requested by Mr. Nellis to come 
back and express that attitude, and I am glad to say here that although 
we have our problems in our industry, we feel like that we can solve 
them in our own organizations and we don’t want any more legisla- 
tion controlling our petroleum industry. 

Mr. Roosrvett. Thank you, Mr. Gibson. I am sure, along with the 
rest of the committee, we are going to enjoy our lunch more because 
we have met a man who is completely happy. 

Mr. Hosmer. For the first time, incidentally. 

Mr. Roosevert. For the first time. Do you have any questions, 
Mr. Hosmer ? 

Mr. Hosmer. No. 

Mr. Roosevett. Mr. Brown? 

Mr. Brown. No. 

Mr. Roosevett. I want to thank you very much. I think we have a 
ggod picture. Do you want to add something? 

Mr. Powe. I am G. A. Powell, and I would like to ask permission 
for our secretary, Mr. Lundberg, to speak for my category because he 
works with all distributors in metropolitan Los Angeles. 

Mr. Lunppera. I will make it very brief. I think it is important 
that gasoline carries with it factors of value and characteristics which 
do not always show up on the retail price in terms of differentials 
between major dealers and rebranded or other types of dealers. Equal 
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gasoline at unequal prices is a distortion in serving as criteria here 
because in the first place, in order to prevent price competition on these 
differences—in other words, not to have these gaps between rebrand 
regular-grade gasoline and major dealer regular-grade gasoline, regu- 
lar brand regular-grade gasoline, you would have to have all seven 
majors in agreement not to compete on this basis, and at least two of 
them do not have back-door arrangements, and they hate back door, 
so it is not likely that we could get very far in straightening out the 
natural difficulties that come up. 

However, I, myself, have just now fallen into a common error of 
calling open-market gasoline “back door.” It puts things under a 
cloud. This is unfortunate nomenclature just like this business of 
Mexican ethyl. Why not call it Indian ethyl? Another large num- 
ber of people call it that, but it does put this part of the industry un- 
der a serious cloud. I don’t know just what it is that has caused this 
committee, or the atmosphere of the investigation, to go after this 
remaining open market in gasoline. I think that diagram there is 
a little bit ov ersimplified for some of the press here. One of them 
asked me, “Well, how does that work now, those lines? Do all the 
pipes come out of one great cauldron?” He asked, in effect—and of 
course the truth of it is that the various refiners manufacture a variety 
of gasolines with or without the additive. There are others here who 
can comment very acceptably on that, Iam sure. 

I think that about finishes it up. It may be that I will have to 
comment again in coordination with these other gentlemen. Thank 
you. 

Mr. Roosevetr. Thank you, Mr. Lundberg. Gentlemen, we want to 
thank you. You are certainly welcome to sit there if you want to. 
Otherwise we will excuse you. 

At this time, Mr. Davis, do you want to proceed for your group? 

Mr. Davis. Yes. 


TESTIMONY OF LOUIS LIPPMAN, INDEPENDENT REBRAND DEALER ; 
DON E. WAGGONER, JR., REBRAND RETAILER; C. M. CALDWELL, 
JR., REBRAND RETAILER; HERSCHEL I. DAVIS, REBRAND RE- 
TAILER, AND PRESIDENT, SERVE-YOURSELF AND MULTIPLE 
PUMP ASSOCIATION; AND DAN LUNDBERG, EXECUTIVE SECRE- 
TARY, SERVE-YOURSELF AND MULTIPLE PUMP ASSOCIATION 





Mr. Davis. Before I read my remarks, I would like to say we did 
not object to sitting with the representatives of the CPMC for any 
reason that we don’t like them, but we got all mixed up in the prelimi- 
nary testimony, and we didn’t want that situation to occur again. 
And I want to say now, if Mr. Lundberg will turn this way, we “wel- 
come him to the fold. 

Mr. Lunpserc. Thank you. 

Mr. Davis. My name is Herschel I. Davis of H. D. Gas Stations, 
Inc., 2518 West Vernon Avenue, Los Angeles 8, Calif. While I am 
the president of the Serve-Yourself and M fultiple Pump Association, 
I come here today as an individual expressing my own views and that 
of some of the members as—— 

Mr. Hosmer. Will you speak a little louder, please 
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Mr. Davis. All right. As neither the board of directors nor the 
membership at large has ever taken a stand on any proposed legisla- 
tion, nor have they authorized me to make any such statements. 

For a better picture of our members’ feelings, I refer you to Dan 
Lundberg, our executive secretary, who has day-to-day contacts with 
the membership at large. As an indiv‘dual I in a small measure rep- 
resent the private brand or rebrand operator. One hundred percent 
of us are truly independent small-business men. No oil company large 
or small has given us any financial help, nor do we receive any during 
a price war. I repeat, we receive no help or subsidy of any kind dur- 
ing a price war. Therefore, price wars are disastrous to us. We gen- 
erally have an investment in our stations, not including land, of from 
$20,000 to $50,000. I doubt if 10 percent of the major company out- 
lets are on this basis. My opening statement then will be in defense 
of the private brand segment of the industry. 

Mr. Roosevetr. Mr. Davis, at that poimt, would you at some later 
time care to comment on the suggestion made today that all subsidies 
and all—you say you don’t receive any. How would it affect you if no 
dealer received any in the industry ¢ 

Mr. Davis. If no dealer received any ? 

Mr. Roosevert. Yes. 

Mr. Davis. That is a very involved problem, and while it would 
clear up any of the major oil companies’ dropping the price of gaso- 
line, there are unscrupulous people in this business, and I believe you 
have probably had some in your committee hearings that I have read 
about, who would drop the price so they would really capture a tre- 
mendous share of the market. I do not feel that that is the answer, 
much as it would benefit me terrifically. 

Mr. Roosrvert. It would benefit you. 

Mr. Davis. No question about it. I would get rich. 

I would like to discuss first the lead taken by independent refineries 
in producing quality gasolines. A few years after World War II 
the Mohawk Petroleum Corp. built a refinery which at that time was 
the most up-to-date refinery, producing the best gasoline on the Pacific 
coast. Two years later the Douglas Oil Co. built a new refinery, again 
at the time of completion producing the highest grade gasoline on the 
Pacific coast. In 1953 the Rothschild Oil Co. remodeled its refinery to 
produce a 95 octane gasoline with a platinum reformer. This refinery 
was remodeled specifically to produce a gasoline of high enough 
quality to be used in the new high compression cars whose owners, 
incidentally, were driving the majors crazy with their complaints 
of pinging. For over 9 months the Rothschild Oil Co. had the pre- 
mium fuel field to itself before the majors caught up with this level 
of quality. 

Three months ago the Hancock Oil Co. put on stream a new re- 
finery producing and distributing to their stations and rebrand sta- 
tions a 98 octane gasoline, the first on the Pacific coast, which inci- 
dentally was matched by some of the majors within a month. The 
Wilshire Oil Co. will next month put on stream their new plant pro- 
ducing high quality of fuels. All the above companies are constantly 
upgrading their refineries to produce higher quality products. 

Now why doesn’t the committee and the public hear of these quality 
products? Because in the main the refiner sells them to rebrand op- 
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erators, each having his own brand, and as a consequence, advertising 
would be simply wasted. But the rebrand operator does have quality 
products, and we resent the insinuations that only major outlets have 
quality gasoline, which I have heard here many times, I might add. 
There has been testimony given 

Mr. Roosevetr. Mr. Davis, I think it has also been fairly well re- 
butted by permission of the companies themselves. 

Mr. Davis. That we do have their gasoline, but also there have been 
statements of shoddy gasoline. 

Mr. Roosrvett. Of what ? 

Mr. Davis, Shoddy gasoline, the first day of the hearings. 

Mr. Netuts. Well, the statements, Mr. Chairman, were that there 
was a different quality in some instances. Genera] Petroleum testified 
to that effect. 

Mr. Davis. I can’t hear so good back there as you hear up here. 

Mr. Roosevett. I think the testimony before the committee was 
that there were in some instances differences in the quality. I don’t 
think there is anything in the record to call it shoddy gasoline. 

Mr. Lunpserc. Excuse me, Mr. Chairman; the reference to “shod- 
dy” was a passing reference made by Congressman Steed who said if 
people insist upon buying shoddy products, they cannot then legislate 
against it. However, in this connection no one is trying to bring out 
testimony on the subject of shoddy gasolines. The difficulty here is 
that so much testimony has come up—the testimony has been defen- 
sive, it has been in defense of the so-called back door, and the fact 
that gasolines are different has been allowed to develop as an inference 
that some are better than others. Whereas it is probably the char- 
acteristics that are different, and this, I think, is going to be—— 

Mr. Roosrvett. Mr. Lundberg, is what you are saying that while 
the characteristics may be different, that the gasoline still will do the 
job of properly running your automobile ? 

Mr. Lunpserc. No, not merely do the job. It is like this, the testi- 
mony has tended to show that the major dealer suffers because the 
consumer finds the same essential gasoline in each of two rival stations. 

Mr. Roosrvetr. Suffer in what way ? 

Mr. Lunpperc. Pardon me? 

Mr. Roosevett. Pricewise ? 

The Lunpserc. The major dealer suffers because—let us say there 
is a 2-cent differential between these two types of stations, and the 
position of these gentlemen is very simply that not only are the char- 
acteristics of the gasoline frequently exactly the same so far as per- 
formance excellence is concerned. It could even happen from time 
to time that the gasoline is better. But the effort they are going to 
make and are trying to make in their statements—shortage of time 
has prevented them from all getting together and saying one single 
thing—but essentially they are trying to say that a 2-cent differential 
does not represent a hardship te the major dealer; far to the con- 
trary, it is an insufficient differential. It is a differential which appar- 
ently reveals the lesser quality of the one gas as compared to the other, 
but in actuality that 2 cents is more than offset by, for example, the 
cost of credit, 1.8, perhaps by another 0.8 of a cent for trading stamps, 
still more in consideration of other factors, perhaps even a favorable 
advantage in getting a fine corner and paying very little toward the 
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amortization of that corner, whereas these gentlemen here have to 
invest entirely on their own hook. 

I think it is also important to add that this subsidy which Mr, Davis 
commented on here and said that it would make him rich if it were 
taken away—I am not afraid that this is going to generate a defense 
of the subsidy on the wrong basis, that 1t would simply assist him, 
but the truth of the matter is that these gentlemen know that the 
subsidy is not a cause of price wars. It is an effect of the market con- 
ditions dictating that competition must be met. 

Thank you. 

Mr. Roosevetr. Will you proceed ? 

Mr. Davis. There has been testimony given here that the major 
oil companies dump their gasoline through private rebrand operators 
at very substantially lower prices, thereby causing price wars, The 
independent refiners in the Los Angeles Basin provide approximately 
60 percent of the gasoline needs of the private rebrand sellers. The 
remainder is supplied by major oil companies through responsible 
sources. This gasoline is necessary to our very existence at this time. 
I refer you to testimony of Mr. Morison of the West Coast Pipeline 
Co., given here yesterday, that California is a crude-poor State, sup- 
plies are tight, that actually a great shortage exists. Far from being 
dumped at ridiculously low prices, it generally commands as high 
or a higher price than independent refined gasolines. Gasoline by 
its very nature and use is a commodity which the public would not 
use any more or simply because it could buy it a few pennies cheaper. 
The increasing use of gasoline is about average throughout the country 
regardless of high or low prices. It is not this gasoline that causes 
price wars. You have had testimony that this gasoline is purchased 
on firm contract for long periods at a time, for distribution in the 
normal channels of the trade. At times the lines of questioning fol- 
lowed in these hearings has been, is it not a hoax on the motoring 
public to buy major gas rebranded and sold at a lower price. My 
answer is, absolutely not. On two counts: first, the major is selling 
gas in competition with the independent refiner; where previously 
he was selling a brand, he is now selling a specification, and he must 
sell it by meeting competition or be priced out of the market place. 

Many products are sold under different brands. Sears and Mont- 
gomery Ward and many large auto supply firms sell tires of the 
major tire companies under their own names and brand names for 
less money than a franchised dealer. Why? Because the product no 
longer carries with it the brand identification, that intangible that 
sells for you even when you are not known to the buyer or are not 
particularly a good tire salesman. It is common knowledge that 
appliances are made by a manufacturer, sold by dealers at one price, 
then rebranded and sold under other lesser known brands at a lower 
price. 

Further, when I say the major refiner is no longer selling a brand, 
he is no longer selling painting the station, repairing the pumps, 
maintaining the asphalt, concrete, and buildings, paying the insurance, 
and guaranteeing to pay the rent for the next 15 years. The product 
no longer requires the service of a salesman, a merchandiser, a market- 
ing executive, a sales analyst or any bookkeeping, nor does the major 
now have to provide the rebrander with credit cards—‘Oh, those 
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credit cards” is right—maps, special “rep” room allowances, and 100 
other services, as a previous witness testified his company provides 
and supplies his dealers with. 

When any governmental agency wishes to purchase gasoline, they 
invite the 7 west coast majors and the 10 independent refiners to bid 
on supplying their needs. I can assure you gentlemen, no major oil 
company goes up there singing the praises of his brand, his credit 
cards or his special brand additive. He presents no Walt Disney 
televised animated cartoons nor any catchy radio jingles. He goes 
in there cold like any independent with specifications and a price to 
bid on the open market for the business. Is this cheating the public 
when the bid is frequently 5 cents below the posted tank wagon price? 
And this is to say nothing of the retail price. Gentlemen, that is all 
we ask, to bid on the open market for the product, not the brand, 
without any sinister connotations attached. 

Secondly, when sold at rebrand stations the product, and partic- 
ularly the services and extras, are not like for like. This brand, un- 
der major branded national advertising and 100 percent public ac- 
ceptance, with the loss of brand identification, now has only 13 percent 
public acceptance. I ask you, gentlemen, you who have heard the 
testimony a thousand times that the gas is the same, you gentlemen 
who infer sometime, “Is this not a hoax to sell this same gas at a lower 
price?” I ask you, do you buy your gas at a rebrand station? 

And further I would like to relate an incident from the experiences 
of Mr. Roth, one of my colleagues here today. Wednesday night Mr. 
Roth went to the Fox Wilshire Theater. He there saw a picture called 
“The 12 Angry Men.” The price: $1.50. 

Mr. Roth can wait 3 weeks, go to the LaBrea Theater, see the same 
picture, but the price is now 50 cents. But hold on, gentlemen, and 
remember this—this is no rebrand picture. This is the same brand, 
the same nationally advertised product, at one-third the price and, 
gentlemen, we know that it is the first-run houses that have been doing 
well while the third- and fourth-rate houses have been going dark. 
Then why, when he can wait, does Mr. Roth pay the higher price? 
Because 

Mr. Roosrvett. Can I interrupt you there for a minute? 

Mr. Davis. Yes. 

Mr. Roosrvetr. It seems to me that is rather non sequitur and doesn’t 
illustrate the point at all. 

Mr. Davis. If you would let me read the last sentence—— 

Mr. Roosevett. I have already read it. 

Mr. Davis. O. K. 

Mr. Roosrvett. The very clear picture that you paint here is that 
a man is willing to pay $1.50 to see it this week and he knows that if 
he waits until 3 weeks later, he can see the same picture at a lower 
price. If you are buying a gallon of gas, you buy it now. You can’t 
wait 3 weeks for it. You have to go wherever you want to move. 

Mr. Davis. That is true, but you buy the gallon of gas in the major 
station because of the services and the extras that they provide. 

Mr. Roosrvett. That is correct, but this has nothing to do with it at 
all. The reason the man pays a $1.50 is so he can see it today and not 
3 weeks from now. Then he is willing to pay less because other peo- 
ple have already seen it. 
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Mr. Davis. But seeing the picture today is the extra, the service. 

Mr. Roosevetr. All right, proceed. 

Mr. Davis. You can buy a very fine hamburger steak at Biff’s for 
$1.25. ‘The same hamburger steak as to quality will cost you $2.75 on 
La Cienega’s famous Restaurant Row. Is this a hoax? No. You 
are now buying atmosphere and the other extras. The product and 
the services are no longer like for like. As a final illustration, many 
majors are trying to establish a 2-cent retail differential between 
branded and rebranded sellers. Regular gas in Los Angeles today is 
approximately 28 cents in rebrand stations:and 30 cents in major com- 
pany outlets. This 2-cent differential therefore amounts to approxi- 
mately 7 percent. Now, I offer you your choice of a Cadillac at $6,000 
or an unknown car at 93 percent of that price or $5,580. However, 
there is a difference. You feel it is just as good a car, but it does not 
bear the Cadillac name, nor can you have GMAC financing—the terms, 
gentlemen, are $5,580 cash—nor does it look like a Cadillac nor have 
Cadillac acceptance. Tell me, gentlemen, which car are you buying? 
As you can see, it is no longer like for like. 

You would not go to the M: iy Co. and expect to pay the same price 
you would in a discount house where you can pay cash, do not get 
your parking ticket validated, and have fewer frills and services. 

So it is with the private brand station. We are the discount house 
in the gasoline market. I would have liked to have continued my com- 
ments on price wars, differentials and rebates, but time does not per- 
mit me to do so, as I was not informed that I was to prepare a state- 
ment until Tuesday noon of this week. 

In conclusion, I hope I have made a point that the private brand 
dealer performs an economic function and has a legitimate place in the 
market, not as a dumping ground for surplus major stocks to be used 
in starting price wars, but as a responsible businessman with a sub- 
stantial investment facing problems just as every businessman does. 

Mr. Roosrvetr. Thank } you, Mr. Davis. I think you have given us 
a very good picture of the part in the industry which you play and, 
incidentally, if you have other comments that you want to make, we 
will be very happy for you to prepare a fuller statement, more com- 
plete one, and we will be very happy to include it at this point in the 
record following the preliminary statement which you have made 
here. 

Mr. Davis. May I just ask that my three colleagues be allowed to 
make a short statement ? 

Mr. Roosrvett. Yes, sir. 

Mr. Wacconer. Mr. Chairman and other members of the commit- 
tee, my name is Don E. Waggoner, Jr., and I was unprepared today 
with a statement, but I did make a few notes here just to give you 
an idea of a situation that we frequently find ourselves in, and if this 
situation continues the way it has in the past 3 years, I believe we will 
be eliminated. 

Tuesday of this very week we found ourselves in this situation: 
We have a service station at 9101 South Vermont Avenue where we 
were selling an 88-octane regular gasoline for 26.9 cents per gallon. 
Now, this gasoline cost us 2 23.1 cents per gallon, a margin of 3.8 cents 
per gallon, which is a below-cost operation. 

In the weeks prior to Tuesday, April 23, 1957, our major brand 
competitors, including Richfield—do you want the addresses, sir? 
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Mr. Roosevetr. Yes, if you have them. 

Mr. Wacconer. All right. Richfield at Budlong and Manchester 
and at Figueroa and Manchester; Shell at Hoover and Manchester ; 
Texaco at Century and Vermont, and at Normandy and Manchester ; 
General Petroleum at Budlong and Manchester, and at Hoover and 
Manchester, and at 92d and Vermont. All of these majors, were sell- 
ing at prices that varied from day to day and from station to station 
at a level of 25.9 cents for regular to 26.9 cents for regular. 

Now, in previous testimony it has been indicated that these major 
brand dealers, after rebates from their suppliers, were paying a net 
price varying from 21.4 cents per gallon to 21.9 cents for the same 
regular gasoline, I mean, equivalent quality that we had. 

In other words, they were selling at or below our figure and, in 
addition, they had the extra services that Mr. Davis has just outlined 
to you very graphically. 

Now, if that situation were to continue very long, of course you 
can readily see without credit cards and without the acceptability of 
a major product, we would soon find ourselves out of business. 

These extra services that Mr. Davis has outlined, we estimate and 
have good reason to believe that they cost the major oil companies ap- 
proximately 3 cents per gallon, so that puts our major oil competition 
dealers at a cost price of 18.4 cents to 18.9 cents per gallon somewhere 
over 4 cents per gallon cheaper than we were. 

Now it is impractical for us to offer these extra services, even if we 
could, so the only way we can sell our product is by discounting, as 
Mr. Davis has stated. 

Now, the effect of this 2-cent differential which the major oil com- 
panies are trying to force on us is that we are not free to set our own 
price. In other words, we have learned by bitter experience over 
the last 3 years that unless we reach a level of 2 cents within their 
prices, that we will find major oil stations rebating and competing 
within 2 cents of us. Let us see what price we would have to go on. 
The tank wagon at present is 26.1, and the margin that Mr. Touhey’s 
organization prescribes is at least 6 cents, which would put them at 
$2.1. Our price would have to be 30.1 in order to avoid price wars. 
So therefore, unless we are willing to go to a price of 30.1, we know 
by experience we cannot end price wars. 

Now, we cannot set our price; even in our own industry we have 
no chance of doing it because our services vary. At our place we 
consider ourselves at the higher level of the rebrand marketers. We 
give a little extra service, and we have a few extra things to offer 
the public. 

Now, we recognize with our competitors in the same area a 1 to 
2 cent differential between our rebrand product and what they should 
sell for, because they have older stations, smaller, more ill equipped 
and everything, and we know that they can’t compete against us un- 
less we give them a break and let them sell for less than we do. But 
if we do that, then we either have to sell at the same price as the major 
oil companies, because if they are selling lower than we are—I mean 
our rebrand competitor—then the major oil company recognizes no 
difference between us, so they will meet this other competitor within 
2 cents, which brings them down at or below our level. 

Now, we have in many cases sold at the same price or above major 
oil prices for 3 years, and at times we find our gallonage so depleted 
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that we are forced to go down to a very low level in order to build 
our business back up and sell at a tremendous loss for a short time in 
order to get—— 

Mr. Roosevett. The things you have just described are all com- 
petitive factors, are they not? 

Mr. Wacconer. Yes. 

Mr. Roosrvett. I presume you agree with Mr. Lundberg when he 
was representing his other clients that you would be against any legis- 
lative action to cure the situation. Now, we are delighted to listen to 
the difficulties of your situation, but after all, we are here only to 
explore to see what can be done to assist small business people to stay 
alive. 

Now, if you have specific thoughts as to how the committee can help 
you solve the problems you have described, you perhaps will indicate 
to us something that we can pursue. I am sure we understand your 
problem pretty well. ‘The question is, what do you think we ought 
to do about it? 

Mr. Wacconer. Well, I think legislation for the purpose of making 
each segment of the industry stand on its own two feet, so that the 
retail level is independent from the refining and producing level. 

Mr. Roosrvett. Then you do not agree with Mr. Lundberg that di- 
vorcement is not the answer ? 

Mr. Wacconer. I am not sure. I haven’t had sufficient time to— 
I am sorry. 

Mr. Roosrverr. You just made a statement which was divorce- 
ment. 

Mr. Wacconer. Yes. But as I say, there are other—I believe that 
it would be—I am in favor of the legislation. 

Mr. Roosevettr. Of divorcement ? 

Mr. Waaconer. Yes. 

Mr. Roosevett. I hope you don’t take the advice of your counsel 
then. 

Mr. Davis. Mr. Chairman, may I just say something? Mr. Nellis 
originally asked us to write a statement together, and the reason that 
[I presented the statement was because we are five individual operators. 
We don’t have a single company where we have one man who is in 
a policymaking position and he says, “This is what you are going 
to put on a paper and read to the Roosevelt committee.” 

Mr. Lunppere. There has been no amanuensis, either. 

Mr. Roosrvett. I am sure Mr. Nellis 

Mr. Davis. I am just trying to explain why there may be differences 
in a particular case. 

Mr. Nexus. I wouldn’t apologize for it, if I were you. 

Mr. Davis. I thought I would explain. We have different opinions. 

Mr. Roosrvetr. We are not blaming anybody for it. 

Mr. Brown? 

Mr. Brown. Mr. Waggoner, as I interpret what you have just out- 
lined, it seems to me you have a very real problem. It is one that we 
haven’t encountered in other sections of the country where we have 
enough independent refineries to maintain a constant supply. 

Now, have you explored the possibility of trying to raise capital, 
you and people like you, who have the locations and the business 
know-how to sell a lot of gasoline? Have you explored the possibilities 
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of your all borrowing money and becoming financially interested in 
refineries and source of supply ¢ 

Mr. Rooseverr. In other words, becoming part of an integrated 
system. For instance, the committee in Denver found the Oriental 
Oil Co., which was a complete operation, similar in many respects on 
the retail level to yours, in order to survive had to go right into the 
production area, the refining area, and right straight down. What 
my colleague here is suggesting is that perhaps that is an avenue you 
ought to explore. 

Mr. Brown. I am asking if you have thought about it, what the 
problems are. 

Mr. Wacconer. I think if we were able to do that, then the divorce- 
ment legislation wouldn’t be necessary for our own personal needs. 
But it still wouldn’t solve the problems of the industry. I mean, we 
would still be having these price wars because we would be putting 
ourselves in a position where we would be able to fight and continue 
the war. 

Now, if you carry it to the extreme where every one of us in our 
situation were interested in an oil company that had production and 

refining facilities, then you have eliminated an independent segment 
of the market. In other words, we are seriously wondering if there 
is a place for us, and as soon as we become what you are recommending, 
we are no longer actually—in other words, it wouldn’t be possible for 
a man that wanted to ge into the retail service station business to go 
out and buy a piece of property and be able to go out and buy a supply 
and sell it to the public unless he was supported. 

Mr. Rooseve.r. Integrated. 

Mr. Waaconer. Yes. In other words you are eliminating a factor 
of competition in our country there. 

Mr. Roosevetr. Of course, I think you have stated to the committee 
a fact, that sometimes, many times, an industry finds that a certain 
type of operation is not an economic piece of operation, but that is 
a problem that you are going to have to decide from the practical 
standpoint of what you are trying to do. 

Mr. Brown. Mr. Chairman, let me point out that while you use the 
word “independent” rather loosely there, I submit for your considera- 
tion that no one is really independent who has only one source of 
supply or a multiple source of supply where he is still at their mercy. 

Now, if you can go out and buy and negotiate to get favorable price 
such as a supermarket grocery store, for instance—and, by the way. 
the way I interpret it, you gentlemen are the supermarkets of the 
petroleum business, the « ‘ash, big merchandising operation. Now, that 
works fine, and it has been growing, according to the evidence pre- 
sented to this committee, all over the United States. It is a bigger and 
bigger factor in the industry and probably, from what we have heard, 
may be the best opportunity for the small-business man in the petro- 
leum field in the future. 

But I submit to you that you are not independent, and you are de- 
feating your own purpose if you don’t have more sources of supply. 

Mr. Wacconer. We see that is one of our problems. Our source of 
supply among the independents that are left is gradually shrinking, 
but as to why that is, I think that the price wars have forced some of 
the smaller and weaker independents, refiners, I should say, out of the 
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picture. They have either gone out of business or have been bought 
out by other stronger companies. 

Mr. Nexus. You don’t buy from refineries, do you? 

Mr. Waaconrer. Yes; we buy from refineries. 

Mr. Newuis. Direct from the independent refiners ? 

Mr. Wacconrr. We buy, I would say, 75 or 80 percent of our gaso- 
line om independent refiners. 

Mr. Netuis. Would you explain that? I mean, do you buy through 
a distributor or direct ? 

Mr. Wacconer. No, we buy a large amount of gasoline direct from 
the Mohawk Petroleum Corp., who is an independent refiner in the 

a rag: nia area 

Mr. Netuis. Is that true of the other gentlemen before the committee 
now? Do you all buy— 

Mr. Lippman. We buy both. 

Mr. Davis. Both, distributors and refiners. 

Mr. Waaconrer. We also buy from Wilshire Oil Co. 

Mr. Netits. I would like to ask 1 question about price wars, and it 
is the $64,000 question. I think you mentioned it in your testimony, 
Mr. Waggoner. The major companies have testified that price wars 
start when some dealer decides to get some more gallonage. The 
dealers deny it. 

Mr. Catpweti. Who do you mean by “dealer”? Major company 
dealer or independent dealer or rebrand dealer ? 

Mr. Netuts. Both have been accused. I want to know. I don’t 
think this is speculative. I think the committee should have some 
information on it. I think you mentioned it in your testimony. I 
will ask you the question squarely: Have you ever begun a reduction 
in price with the idea of increasing gallonage or obtaining new sources 
of customers in your area, any of you? 

Mr. Davis. No, never. 

Mr. Waaconer. I don’t believe—— 

Mr. Nexus. You have never reduced price for the purpose of in- 
creasing your gallonage ? 

Mr. Lippman. Yes, after having suffered losses from the invasion 
of other pricers. 

Mr. Netuis. Who is this other price invader ? 

Mr. CaLtpwe.it. You mean going along in a stable market? 

Mr. Netuts. Yes, sir; w ith your 2 cent or 3 cent differential, who is 
the price invader ? 

Mr. Davis. Mr. Caldwell has an example, I am sure, that will show 
you an instance. 

Mr. Neuuts. Fine. I would like to know that. 

Mr. Catpwe.i. We have a man come out here from Indianapolis, 
Kornic, Kornic Oil Co., from Indianapolis. He has a chain of stations 
in the Middle West and is expanding through the East and South. 
We built a station or we bought a station down in Beaumont, Calif., 
and were operating there at a good margin, all was lovely with the 
major oil companies. This other independent comes in—— 

Mr. Roosrvetr. What did you call a good margin ? 

Mr. Catpwe.u. Between 41% to 514 cents is what I would consider 
a fairly decent margin. 

Mr. Rooseve.r. Was that astable margin in that area ? 
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Mr. Catpwetu. It was at that time, it was a fairly stable margin. 

Mr. Roosrvetr. The major oil companies were perfectly satisfied 
not to disturb that? 

Mr. Catpwe.u. Yes, they were, and as a matter of fact they were 
probably 4 or 5 cents over us at that time. 

Mr. Roosrvett. Proceed. 

Mr. Catpweti. And we evidently did not hurt their business bad 
enough for them to come down to meet us. Kornic Oil Co., moved 
in to Beaumont and dropped the price 3 cents a gallon last August. 
We have been sitting there at that same price ever since until the first 
of March we finally—2 other rebranders and ourselves—raised the 
price 1 cent a gallon. Mr. Kor nic has still not seen fit to raise his 
price up to ours even. We are 25.9 today, to give you an example. 
Now, Texas Co. is the only company who has even met our competi- 
tion, I will say, from the major oil companies. Texas Co. has moved 
to 27.9, 2 cents above us. None of the other major oil companies have 
dropped their price at all, and this is a 6 or 7 cent spread there between 
us and the major oil companies. 

Mr. Roosrvetr. Who is Kornic? An operator like yourself, a multi- 
pa operator ? 

Mr. Catpwett. Yes, he is a multiple-pump operator. 

Mr. Roosrvett. So you have competition from one of your own. 

Mr. Catpweti. That’s right, we do, no question about it. 

Mr. Roosrvett. Well, what is the complaint about it? He wouldn’t 
be doing it if he wasn’t making money, would he? 

Mr. Catpwe.u. Well, we are not making money, and I don’t know 
how he can be making money. 

Mr. Brown. Isn’t it true that in the history of merchandising it 
has been a common practice that whenever a firm wants to increase 
its distribution area, that it moves in and will sell at a loss for a period 
to get established in a market, I mean, in all different kinds 

Mr. Catpwett. That is very true, and I think that is why we have 
the price wars here. The major oil companies are trying to improve 
their position in the market all the time, improve their position. I 
know that there have been changes taking place in the position in sales 
in the major oil companies over the last ‘10 to 12 years, very consider- 
able changes. Of course you have one at the top that will always 
be there, and when you get to the top, you don’t have to be quite as 
aggressive. They are aggressive, but 

Mr. Newuis. Are you speaking of Standard Oil? 

Mr. Catpwetu. Yes. ‘They are aggressive, sure, but when you are 
trying to get your place in the m: irket, then you have to take a little 
different tack. 

Mr. Roosrvetr. So in other words you are simply expressing the 
opinion that this is what happens in normal competition. Do you 
think we should do anything about it? 

Mr. Catpwetu. Well, all I know is this, that I have a station up 
here in Culver City, one station. That is the only station—I own 
part of one in Beaumont. I own a station here and I have to make my 
livelihood out of that station. I must operate that station to stand 
on its own two feet. I must make that station stand on its own two 
feet. I don’t get help from my suppliers as Mr. Davis has said. We 
don’t get any subsidies. When I build a station I can’t get help 
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from a supplier unless I want to handle his brand of gasoline or which 
it will cost me more money. I have to arrange all of my financing 
through different individuals as a rule and pay a high interest. Ican 
arrange my financing for pumps through a pump company which will 
cost me 5 or 6 percent straight for a 2-year period, so in the end I am 
paying 12 or 15 percent. You go to a banker and ask him for money, 
and he will ask you how much you have in the bank, and if you have 
5,000 in the bank, he will loan you 4, so that is about the way it works 
out, and I am going to be dead, I know. in my station—to my own 
opinion it is the aggressive rebate that is doing it, because I am sitting 
there with one station, I have no refinery behind me, I have no sup- 
plier to help me out, I have no crude oil. 

Mr. Nevius. Mr. Caldwell, excuse me. That may be your opinion, 
but you just said that in that specific example where I asked you about 
the start of a price war that it was one of your own people, a man 
named Mr. Kornic, who started it. If you say that it is an aggressive 
rebate policy on the part of the major oil companies, I want you to 
tell this committee specifically where that occurred. 

Mr. Caupwex. It isn’t always that. We have bad actors among 
our own group just like the major dealers do. Now, the major deal. 
ers have some pretty good cutrate artists themselves. They are not 
all in our game. There are major company dealers who have built 
up nice gallonage over the past——or say they built it up in a 6-month 
period. ‘Ten years ago the average station, I would say, was doing 
10,000 to 15,000 gallons a month, and a few of the major stations and 
a few of our stations got the big gallonage. Your major stations, 
some of them, went to 80,000 and 100,000. Those boys loved it. They 
like the volume. They saw what could be done with volume, and once 
a station gets volume, it is awfully hard to make that individual cu: 
down his volume and raise his price to make the same amount of 
money. 

Mr. Roosrverr. Mr. Caldwell, I don’t want to seem to be persistent, 
but I come back to the fact that you have mentioned things which, if 
I may say so, I think Mr. Waggoner covered a little bit. Question 
No. 1 is, Is there a place in the industry for you under these conditions ? 
If you still feel that there is a place in it for y and I judge you do 
or you wouldn't still be in it, and after all, you have listened to the 
testimony for these 3 days—what are the things besides the elimina 
tion of the discount—and possibly you don’t feel that you want to 
answer it off the cuff, and we would be delighted to have you com- 
municate with us—what are the things that you think we can do, both 
inside the industry or legislatively, that would be of assistance to you? 
Because we are seeking ‘the w ays and means of accomplishing things 
to be of help to all of the independent business people in the industry , 
but we cannot advocate something that might be helpful to you but 
would destroy somebody else in the industry who is equally a small- 
business man. That is our problem. 

Mr. Catpwetu. I would prefer not to answer it off the cuff, and 
I will submit something in writing to you. 

Mr. Rooseverr. Thank you, sir. 

Did you have something, Mr. Lippman, that you wanted to add? 

Mr. Lippman. Yes, I have something. My name is Louis Lippman, 
and I have been an independent gasoline retailer in Los Angeles for 
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the past 19 years. I am here to voice my complaints and grievances 
against the forces that are forcing me as an independent rebrand seller 
into oblivion. I find it more difficult, day by day, to buy gasoline be- 
cause of the tremendous reduction in number of suppliers, and when I 
do purchase gasoline, the prices which I pay are too high for me to 
compete in the highly competitive retail markets. You have heard 
testimony that the so-called back door prices are about 2 cents below 
the prices charged to the branded operator. On the face of this you 
would say, “Well you’ve got a 2 cents advantage,” but is that true? 
Definitely not. Asa rebrand dealer I get no aid of any sort. Painting 
of stations, advertising, equipment, maintenance and credit cards, 
these items are worth a great deal more than the 2 cents differential 
and how about the rebates or subsidies of the branded dealer? I 
never get any. The wholesale price to me. an independent rebrander, 
when taking these items into account, is not 2 cents less than the brand- 
ed dealer but 2 cents more than my branded dealer competitor. Can 
I compete with such a price advantage in cost? And on top of that 
I am selling an unknown product against their product which has 
national public acceptance. I object to the major oil companies’ ag- 
gressive rebate policy which forces me to lower my price to such 2 
point 

Mr. Nexus. Excuse me. I would like to have a specific instance of 
that, if you have any. 

Mr. Lireman. I have my financial statements here. 

Mr. Neus. No, I am talking about an aggressive rebate policy. If 
you make that charge, I think this committee is entitled to have the 
information upon which you make it. 

Mr. Lippman. Then I will not say “aggressive.” I will say the 
rebate policy forces 

Mr. Netuis. Then you will have to submit an example. 

Mr. Lireman. It is common knowledge that there are rebates. 

Mr. Roosevett. I think that has been well established, counsel, by 
testimony and otherwise, that there is a rebate policy in the industry. 
I think that is a fair statement. The witness may continue. 

Mr. Liepman. If I may include the word “aggressive.” I would 
like to. [Laughter. ] 

I object to the major oil companies’ aggressive rebate policy which 
forces me to lower my price to such a point that I cannot make a profit 
on my operation. 

Now, in order to give you an example of my operations, and T am 
not afraid to show you my financial statements which are copies of 
my internal revenue returns for the last 3 years, but I will summarize 
them for you. 

Mr. Roosevett. The committee will accept them as part of the file, 
the confidential file of the committee. They will be returned to you. 

(The documents referred to will be found in the files of the sub- 
committee. ) 

Mr. Lirepman. I have here with me the financial statements for the 
past 3 years of my oper ations of the Savings Co., a rebrand outlet. 

In 1954 we had gross sales of $379,000, of which 95 percent of our 
sales are gasoline. In 1956, during the price wars, my sales were 

$312,000, a drop of 17.6 percent in “dollar volume, but actually a 28 
percent drop in gasoline volume, if we were to adjust the sales of gaso- 
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line because of the 15 percent increase in retail price of gasoline, which 
I believe was brought out in testimony before showing the increased 
prices, 

In 1954 this operation earned me $17,325, on which I paid taxes. 
In 1956, last year, operation earned $4,403. What 1957 will bring I 
dread to think about unless the price wars are stopped. This is show- 
ing what is happening to the little business man. I have been in busi- 
ness 19 years, and I am going by the wayside. It is my firm belief 
that—I will go on here. I, the rebrand retailer, am caught in the 
middle of a fight for the gasoline market by the big integrated com- 
panies who do not have to rely on the operations of their retail business 
for their profits as I do, because that is my sole source of revenue. 
When an oil company gives their dealers salieten to compete in price 
wars, the independent rebrander is unjustly discriminated against 
since he receives no aid in fighting his battle to keep his small share of 
the business, and as you see, I am losing my share of the business. 
Rebates do not stop price wars. They are the armaments that keep 
the war going on and on. I sincerely believe that if all rebates were 
removed, price wars would die for lack of ammunition. I do not want 
someone to subsidize me. All I want is the opportunity to buy gaso- 
line in a real competitive wholesale market and resell it in the real 
competitive retail market without having to fight a duel with a water 
pistol while my adversary has the atom bomb for his weapon, and 
that atom bomb is the rebate. I can’t put up too long a fight against 
that. 

When you ask what suggestions I have, any legislation that would 
supply us with a wholesale market that we could buy on a competitive 
basis, as I said, no subsidies, I would like to have the same opportunity 
as any other dealer in any other type of business where he can buy 
the product that he is going to sell on an open market where it isn’t 
restricted as it has become in the past 19 years. I know when I ori- 
ginally went into business in 1938, boy, the salesmen used to just come 
clamoring to my place to sell me gasoline, many refineries. I think 
there were 36 or something has been testified here. I know that I 
rarely get a call now. In fact, if I am short of gasoline and kind 
of hard up for gasoline, I call at times, and it is difficult to get gasoline. 

Well, I think that the independent retailer is being put out of busi- 
ness by the large integrated companies that are controlling the busi- 
ness. 

Mr. Roosevetr. In other words, Mr. Lippman, an increase in the 
supply, and especially the independent supply, would be of assistance 
to you—— 

Mr. Liepman. Definitely. 

Mr. Roosrvetr. Plus the elimination of rebates and differentials 
and the other things that have been testified to. 

Mr. Lirrman. Definitely. 

Mr. Brown. Mr. Chairman. 

Mr. Roosrvetr. Mr. Brown? 

Mr. Brown. For the record may I say I really appreciated that 
specific testimony. That is a very good case history, and we get too 
few of actual case histories. 

Mr. Lippman. You want these financial statements for the record ? 

Mr. Roosrver'r. If we may have them. May we keep them or re- 
turn them ? 
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Mr. Lippman. They are copies of my tax return. 

Mr. Roosrverr. We won't make them public. We will keep them 
as confidential information in the files. 

(The documents referred to will be found in the files of the 
subcommittee :) 

Mr. Neus. Nothing further. 

Mr. Lunppere. It may be that I close your show inadvertently— 

Mr. Rooseverr. Not inadvertently. If you look at the clock, we 
will be very happy if you will make it very short. 

Mr. Lunpeere. Alj right. Well, I would like to say then that this 
committee and its investigation tend to put the oil industry on the 
defensive, so far as the open market is concerned, and while Mr. Lipp- 
man and Mr. Caldwell and these gentlemen have testimony which is 
divergent on some of the legis lation proposed—and I might say that 
at least another 100 members of the organization would have equally 
different views—still they are almost united in resisting what would 
be the effect of the drying up of the open market through any effort 
to give the dealers what essentially they want, which is both the advan- 
tages of the tank wagon price with all the values that attach to it as 
well as the opportunity to buy gasoline without those values attached 
to it. Thus, I believe that the dealers have made you, Mr. Roosevelt, 
and your committee, a kind of bogeyman of the industry. It is almost 
as if they use you to get their private advantages. They are suggest- 
ing and encouraging you to go ahead on a basis of class legislation 
to help them better “their position, and everybody—— 

Mr. Roosevevr. I am going to have to interrupt you. 

The dealers very specifically came out and opposed the legislation. 

Mr. Lunprere. In this particular case you have one trade associa- 
tion in the United States, a dealer association, which to my knowledge 
has today, and surprisingly to these gentlemen, come out against 
divorcement. 

Mr. Roosrvevr. Your knowledge then is not very great. There are 
others who have also testified similarly. 

Mr. Lunpperc. That they oppose this ‘ 

Mr. Roosrverr. That they oppose the legislation. So I do not think 
this is the proper forum for you to take off on other segments of the 
industry. If you want to have comment on the clients that are here 
that you represent, we will be glad to hear it, but I don’t think—— 

Mr. Lunpverc. Then I will summarize and say that that is the chief 
fear that they have, that the great job you are doing for dealers for 
or against divorcement, either way, is a job which inadvertently is 
giving them the squeeze—and that is the fear they have. 

Mr. Roosrve.r. Thank you, Mr. Lundberg. 

Mr. LunpperG. Thank you. 

Mr. Roosrve_r. The committee will now adjourn until it next meets 
in Chicago on Tuesday, April 30, at 10 a. m., in the United States 
courthouse. I might add for the information of the press, because 
of some information which has reached the press, that the committee 
hearings in Cleveland and in Houston will be held after the next 
recess of the Congress, rather than during the congressional session. 

(At the direction of the Chairman the following were inserted :) 
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Fresno County GASOLINE RETAILERS, 
Fresno, Calif., April 19, 1957. 
Hon. JAMES ROOSEVELT, 
Chairman, Subcommittee No. 5, 
House of Representatives, Washington, D. C. 


Dear Mr. ROOSEVELT: During the last session of Congress our members strongly 
supported H. R. 11 and §S. 11, the equality-of-opportunity bill, to close the good- 
faith loophole in the Robinson-Patman Act created by the Supreme Court de- 
cision in the Standard Oil Detroit case. We were deeply gratified that the House 
passed this bill by vote of 393 to 3 and that it was unanimously approved by the 
Senate Judiciary Committee even though it was adopted before adjournment. 

Events of the past few months have confirmed our need for adoption of this 
bill in the present session, where it has been reintroduced with the same numbers, 
H. R. 11 and 8.11. Destructive price discrimination has been on the rise in our 
industry, and it is one of the principal factors causing an estimated 60,000 
service-station operators to fail in business, quit, or be forced out of business 
each year. 

This bill will close the loophole which permits this price discrimination by 
preventing use of the good-faith defense to destroy competition. Service-station 
operators and other small-business groups desperately need this protection. 
Remembering the rate at which our businesses are being destroyed through price 
discrimination, we ask you to do everything in your power to see that this bill is 
passed early enough in this session to give us this vital protection against this 
monopolistic practice. 

We make this request in our members’ behalf because service-station operators 
are victims of price discrimination, which destroys our businesses and savings, 
and we also make this request in the interest of preserving small business’ 
opportunity in America and in the interest of consumers who are gouged by 
monopoly price-fixing after small business is destroyed. 

Inasmuch as this bill will prevent major oil companies from fighting inde- 
pendent-brand competition with their dealers’ money through price discrimina- 
tion and will prevent cutting of dealers’ margins through price discrimination, 
the major oil companies have opposed this bill. Now, however, they are going 
one step further. They are propagandizing their captive lessee dealers who oper- 
ate on short-term leases to wire Congress opposing this bill. 

Since these short-term dealers can be put out of their stations on a few days’ 
notice if the company wants to discipline them, it is not surprising that consider- 
able numbers of them might yield to supplier propaganda and send wires against 
their self-interest. We think you should know of this practice, as it is going 
on across the country, and be warned against it. 

We are thankful that in a democracy we, the people, can appeal to you as our 
elected Representative to solve this grave problem through the adoption of wise 
legislation. We need your help, and sincerely ask that you do everything possible 
for the success of this bill. Our members have a tremendous interest in what is 
happening in Congress on this bill and we will appreciate hearing from you as to 
progress Which is being made. 

I know that American economy needs big business, but it also needs small 
and medium business. It should be the responsibility of government to see to 
it that small business does not suffer in the hands of either big business or big 
government. I say that because we have appealed to local district managers, 
division managers, and to the oil company president, Mr. H. 8S. M. Burns, New 
York, N. Y., without any relief. 

We have appealed to Stanley Barnes, Assistant Attorney General: George 
Haddock, Department of Justice, Antitrust Division; John Gwynne, Chairman 
of the Federal Trade Commission; Goodwin J. Knight, Governor of California; 
Edmund G. Brown, attorney general: all without any help or relief on price 
discrimination and their system of price controls and gasoline wars. 

Please help us. It has been 11 years since the war ended. The oil companies 
have raised the wholesale price of gasoline every year. Their reasons are in- 
creased costs of labor and operations, yet not once have they allowed us dealers 
an opportunity to add enough percentage onto their wholesale delivery price 
without making the customer feel we are gouging him. Our costs of operation 
and living have gone up proportionately, likewise. 

In the Fresno Bee, our local paper, under the caption “40 Years Ago Today,” 
it reads: “Fresno garagemen and automobile dealers announced gasoline would 
be sold on a 5-cent margin above wholesale prices.” Yet, 43 vears later the oil 
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companies have made us slave 12 hours a day, 7 days a week, for a $0.044 per 
gallon. Why? The Constitution of the United States gives us the right to 
petition the Government for a redress of grievance. 
Thank you very much for your support. 
Sincerely yours, 
JOHN H. Stress, President. 


AFFIDAVIT 
STATE OF CALIFORNIA, 
County of Fresno, 8s8.: 

On this 2d day of July 1956, before me, Marvin E. Helon, a notary public in 
and for the said county and State, residing therein, duly commissioned and 
sworn, personally appeared Alvin Perry, of 2340 Blackstone, city of Fresno, 
county of Fresno, State of California who, being sworn, says that to the best 
of his memory, knowledge, and belief : 

That he is a service-station operator at 2340 Blackstone in the city of Fresno, 
county of Fresno, and is selling Union Oil Co. gasoline and other products at 
this location ; 

That he is operating this service station under a lease from the Union Oil Co., 
said lease being known as and referred to in the trade as a consignee-type lease: 

That when said lease was entered into between the affiant and the Union Oil 
Co., said Union Oil Co. tendered only this one type lease and operator was told 
that he either signed this type lease and agreed to the terms thereof or he 
would not be offered another lease nor would there be any renewal for any 
term unless affiant signed this lease known as a consignee-type lease: 

That the terms of this lease are of such an onerous nature that affiant is 
denied the right to conduct his business in a manner free from the dictates of 
said lessor ; 

That on the 15th day of June 1956, a representative of lessor, Union Oil Co.. 
brought a price sign to the leased premises and said sign was posted on snid 
leased premises by the agent of lessor; said price sign stated that lessee would 
sell his standard grade of gasoline for 27.9 cents per gallon and his premium 
grade of gasoline for 32.4 cents per gallon: said prices would yield lessee-dealer 
a margin of 3% cents and 3% cents per gallon respectively : 

That after said agent of lessor had posted said price sign, that said agent 
then changed the price per gallon on the gasoline pumps of lessee so as to be 
in agreement with the sales price per gallon as posted on said price sign; 

That the action of said agent was without any prior discussion, arrangement, 
negotiation, or agreement with lessee and was done over the objections of lessee 
even though lessee remonstrated with said agent of lessor that the margin of 
profit was such that lessee would suffer a loss on the continued operation of his 
business and if he continued to so operate under these conditions that he, lessee, 
would be bankrupt and compelled to go out of business thereby suffering irrepa- 
rable damage through no fault of his own; 

That he was reminded that pursuant to the terms and conditions of the con- 
signee-type lease that failure to comply with the wishes of said lessor would be 
sufficient cause for lessor to cancel said lease and forfeit the business of lessee 
thereby doing irreparable damage to lessee; 

That affiant sincerely desires and prays that he be afforded an opportunity to 
conduct his business as an independent businessman free from unfair and un- 
reasonable interference with his business operations and that he be left a free 
choice to establish his own prices for the products which he sells and the services 
which he renders in order that he might be thereby enabled to realize a reasonable 
profit from is efforts and his investment. 

ALVIN A. PERRY. 


Subscribed and sworn to before me this 2d day of July 1956. 
[SEAL] —_—-, 
Notary Public in and for the County of Fresno, State of California. 


FRESNO, CALIF., October 30, 1956. 


To Whom It May Concern: 

In the early part of May of this year, being a Richfield service station operator, 
and knowing that other dealers were receiving a subsidy or relief to help them 
through a price war which started in April, I asked my company representative 
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for a subsidy and was told that I could not receive subsidy or relief at this time. 
So being of a stubborn nature, the area assistant was sent to call on me. He 
told me I could not receive a subsidy or relief, unless I posted a price sign. 

About 2 months ago, all of the Richfield dealers in this area wrote a letter to 
the vice president of Richfield asking for some assistance from him, After a 
meeting with the vice president’s representative, nothing was arrived at to help 
the dealer financially, in fact things are worse now than before. 

On September 20 or near that date, I again asked for my subsidy and was told 
I could receive same if I posted a price sign. 

My complaint is this: Do the small people of this land and the State of Cali- 
fornia have to live and try to survive under the jurisdiction of a large corpora- 
tion? Do we not have laws that have already been written to help the small- 
business an so that we can be called independent business people without taking 
the dictatorship from these large corporations, such as every major oil company 
in the State of California? 

I do hope at this time something can be done to help a small taxpaying citizen, 
whom along with several million other people a few years back gave up 3 to 5 
years of his time and some of their lives so we could preserve democracy. 

Yours truly, 


WEBSTER’S RICHFIELD SERVICE, 
BILL WEBSTER. 


Fresno, Carir., October 23, 1956. 
To Whom Jt May Concern: 

On Wednesday, October 17, 1956, my Tidewater representative, Mr, Elmer 
Seib, contacted me at my Tidewater service station at 2410 North Cedar, Fresno, 
Calif. After conversing with Mr. Seib for a short time he remarked that Mr. 
Gambini, Tidewater district representative, was about to blow his stack due to 
the fact that I had not lowered my price on regular gasoline to 28.9 cents. My 
posted price at that time on regular gasoline was 29.9 cents per gallon. 

I told Mr. Seib at that time I did not contemplate lowering my price another 
cent, that I was paying rent on the station, and I felt I could post whatever price 
I wished. Mr. Seib stated that unless I dropped my price on regular gasoline it 
was possible that Mr. Gambini would cancel my lease on the station. 

1 asked Mr. Seib if they could cancel the lease for the above-mentioned reason. 
He stated they would not use that reason for cancellation of lease, but would 
find some reason such as loss of gallonage. 

On Thursday, October 18, 1956, Mr. Seib informed me that unless I did what 
the company wanted me to that I could not get my subsidy unless I went along 
with company policy and company prices. 

Sincerely, 
ARCHIE BURTON. 


Fresno, CAuir., October 30, 1956. 
To Whom It May Concern: 

These statements are of my own free will and pertain to conditions of my 
service station at Divisadero and H Streets, Fresno, Calif. 

I bought this station June 21, 1956, from the Takeuchi Bros. When we checked 
the inventory the night of June 21, 1956, my Shell representative, Mr. Dave 
Johnson, made this statement to me in the presence of Ken Takeuchi, that if J, 
3urke Hensley, could build up the gallonage here that Shell would put a new 
Shell sign that you could see clearly down the street. He also promised to re- 
pair all the station lights and yard floodlights. 

I agreed to lower my prices to 26,9 cents for regular and 30.4 cents on Shell 
premium gasoline to meet neighboring competition, and Shell would maintain 
a 4% and a 5 cents margin on gasoline. Then after I had dropped my gasoline 
prices to meet competition, Shell dropped my margin of profit of gasoline one- 
half cent per gallon. I can’t stand another one-half cent loss on a gallon of 
gasoline. So to get me to drop prices, Mr. Johnson goes to the Shell Co., C 
unit at Belmont and H Streets, 6 blocks up the street, and drops the price of 
gasoline 1 cent on Shell regular and 1% cents on Shell premium below my posted 
price which were of that date 28.9 cents and 32.4 cents. After the prices were 
dropped Mr. Johnson called me on the phone and said, “You weren’t the first 
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to drop, Ken Fisher was.” Then Johnson asked, “Are you going to drop your 
prices, Burke?” I said, “Dave it looks like I am forced to drop my prices.” He 
said, “Yes, I guess you are.” This was on a Thursday. So I dropped the price 
of my Shell gas to 27.9 cents to meet competitive prices of the C unit. The 
following day, Friday, Johnson came by to see if I had dropped my price. He 
was perturbed because I hadn’t dropped my price on premium gas only the 
regular and I said I wasn’t dropping the price on premium until I got my next 
delivery of gas so I wouldn’t lose as much. Johnson said, “I can’t blame you for 
that.” I reminded Johnson about the promise about the lights and the new 
Shell sign. Johnson denied saying anything about putting in a sign. I said, 
“Dave from now when you tell me anything you will put it in writing before 
I will ever believe you.” Johnson said, “That goes for me, too. You said you 
would drop the prices on your gas and you haven't.” I said, “Dave if you want 
the prices changed on the pumps, then you do it.” Johnson said, “I won’t touch 
your pumps, Burke.” He then left my place of business. 

The following Tuesday I had a meeting with Mr. Jack MacDougal, Shell dis- 
trict manager, here in Fresno. I told him of my difficulties about the prices that 
Shell wants us dealers to sell our gas for and that I could not operate my sta- 
tion on the margin of gasoline profit that they say I should. Mr. MacDougal said, 
“Shell has all the information and they will give us some help as soon as they 
get the O. K. from the main office back in New York.” I also asked him about 
the lighting and the sign and he said he knew nothing about the sign, but he 
would look into it. I also told him that I wasn’t the only Shell dealer that was 
hurting badly by the margin of profit that Shell was expecting us to operate 
on. He said, “I know that is bad and I am doing all I can here to help the 
dealer, but I am hoping to hear something soon for the dealers here.” He 
said, "It may come this week or next week, or next month, but I hope soon.” 
That concluded my meeting with Mr. MacDougal. I thanked him for listening to 
my problems, and he said, “You did the right thing by coming to me for T will 
do all I ean for my dealers.” 

The question has been brought up about the Gasoline Retail Dealers Associa- 
tion. Mr. Johnson asked me if I belonged. I said, “Yes.” He said, “I don’t 
see why’? “What do they do for the dealers?” “Nothing that I could see.” I 
said, “I can see a lot of things they could do and have done for the dealers if 
they would stick together and keep the companies from kicking them out of their 
stations, just because they don’t operate their stations just like some companies 
think they should.” 

T called Johnson just before he went on his vacation, and T asked him when is 
Shell going to let up on the margin of gas that it is going to force the dealers to 
do something drastic about the gas war. He said, “I don’t care what they do.” 

So from that time on I have made up my mind to try to do something about it 
personally. I have talked to some of the Shell dealers. We are trying to get 
together to try to stop this some way or another even to go so far as closing the 
stations if possible. I have even gone so far as to ask Mr. MacDougal to get 
someone to buy my station so I won't be going in the hole any longer. 

[ have been in the service-station business for about 10 vears, and I cannot 
operate under the margin that they expect us to in this gas-price war. This 
information is not intended for the purpose of pointing the blame at Mr. Johnson 
or Mr. MacDougal for this price war, but more so the true facts to the best of 
my knowledge to help in some way the service-station dealers for the present and 
for the future. 

If this letter were shown or this information should get back to the Shell office 
here in Fresno, it could cost me my service station when my lease comes up for 
renewal. 

Sincerely, 
BuRKE HENSLEY, Shell Dealer. 


FRESNO, CAuir., October 30, 1956. 
To Whom It May Concern: 


Last February 1956 a Shell dealer 1 block from my location at Fresno at B 
Streets (Fresno, Calif.) posted a price sign at his station. During the course 
of this period, to the present day, I have suffered immeasurably by the loss of 
gallonage and subsidiary sales. I had complained to the Texas Co. through the 
medium of their company representative on several occasions about the severity 
of this situation and asked how was I to cope with the situation without lowering 
my prices, which I know I had nothing to gain from the profit side’? 
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Mr. Don Crowder, the Texas Co.'s representative advised me during the month 
of Mareh to appeal, through the means of a letter, to the Fresno district manager, 
Mr. Hetherington, for relief or company aid. I wrote this letter and on April 
27, 1956, I received an assurance from a Mr. Faulkner. The “form” letter 
ussured me of this monetary assistance of subsistence, but nothing ever came 
from it. I reminded Mr. Crowder and he again suggested I remind the district 
office of this situation, of which I did. Again, I received this same “form” 
letter agreeing to help me in time of distress, which in the meantime the price 
war continued to get worse and worse. Without concerning myself with local 
coInpany authorities anymore, I wrote Mr. Faulkner directly a very strong letter 
challenging the honorableness of the Texas Co.’s promise on two occasions 
without results. Three weeks later I received his answer in the form of a 
eheck for $321.10. 

I was promised by Mr. Crowder a subsidy retroactive to February when the 
price situation first broke. We calculated a figure of some 50,000 gallons which 
I was to receive a subsidy from. Mr. Crowder knew of my activities as a strong 
association member, because as an officer of the State organization he knew I 
would be a terror in respect to him trying to encourage me to lower my prices 
or post any price signs. 

The Texas dealers in Fresno met in a group and applied in request form to the 
company officials in Los Angeles for a guaranteed margin of 6 and 6% cents a 
gallon after rent. This, evidently, was a big joke to them. Nevertheless, my 
name was signed to these papers by my hand and immediately my subsidy, relief, 
and, or whatever they want to call it was cut off. How come? The Texas Co. 
has been discriminatory in its practices in allowing a subsistence by deduction 
from the tank-wagon delivery invoices in some instances and then confusing the 
matter more by mailing relief money by check from with no explanation in other 
instances. 

I have not seen a company representative in over 6 weeks, because they are not 
interested in “clean” operators. My question lies in, “What happaned to the 
subsidy L was getting?’ “Where is the balance of 50,000 gallons of the same?’ 
“Why this on-again, off-again, relief plan?” I had received help that I needed. 
Some dealers are being cared for, others are not. How long can we go on 
squeezing blood out of turnips? 

Enclosed is a photostatic copy of the one check from the Texas Co. 

Sincerely, 
Louvre Gennuso, Texaco Dealer. 


Fresno, Cauir., October 30, 1956. 
To Whom It May Concern: 

My name is John H. Stiers, the owner of Stiers Shell Service, Highway 99 and 
Mariposa downtown, operating a station open 24 hours a day which was the 
largest Shell gallonage station in Fresno until the price war. Now Shell’s 
consigned gas stations are the largest. 

Sometime in the month of June 1946 a Shell representative contacted me at 
my work on a Standard station. My rating was a station manager AA, which 
was the highest rating station and wages at that time, to go into business for 
myself to operate a station for Shell Oil Co. on Highway 99 in downtown Fresno. 
I borrowed money and accepted their offer to go into business for myself. The 
rent was to be 144 cents per gallon. With my management and experience in 
station work, I made money for myself and for Shell. I did most of the training 
of future service-station owners at no cost to Shell. I showed an increase in 
gallonage at my station every year until June 30, 1952, Shell served me with 
termination papers to be signed without any warning, explaining to me that 
nothing had changed. I was still part of the Shell family except that a Mr. Len 
Soares would take me to M. Friis Hansen Co. and I would pay rent to the land- 
lord at the rate of 144 cents per gallon in the future. I would be entitled to 
anything the “L” or leased dealers would have coming in the future. 

As business continued and was good, nothing had changed except that I was 
paying rent to the property owner instead of Shell. Then in June of 1955 Shell 
had started a new type of operation called “C” operation, consigned gas to a 
station and immediately dropped price down to 29.9 cents which is 2 blocks 
from my station while all other stations were at 32.9 cents. 

Let me tell you a little about my trade area, which is on U. S. Highway 99. 
South part of Fresno there is an overpass which continues through town approx- 
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imately 21%4 miles to an underpass leaving town. Now Shell has 2 stations that 
are “C” stations that are located, 1 at north end of town and 1 near the over- 
pass at the south end of Fresno, which they use to control and freeze out other 
service stations whether they are Shell or other stations. This is not carried 
on within the bonds of fair competition, but with the intent of freezing out the 
giveaway stations or the small-business man. 

When you come over the overpass through Fresno, there are 25 service sta- 
tions on Highway 99. Their investment and wages has been cut 50 percent the 
last year and a half. Two of the Shell dealers have gone broke and are checking 
out as of today. 

My problem is this: I have had meetings and contacts with Shell in the 
summer of 1955 and in the present price war at Fresno, Sacramento, San Fran- 
cisco, and New York, and told them there was discrimination among the Shell 
dealers. While some of the dealers were getting 3 cents rebate which is illegal, 
I was not offered a rebate, even though the giveaway stations were only a few 
blocks away that they were trying to freeze out. Their reason was that all 
my rebate would have to come from the landlord who was getting 2 cents from 
the company. While I wanted to go along with Shell’s program, I was at a 
disadvantage in posting my price signs that was going down each week on 
Shell gasoline. 

Up to today the price of premium gas at Shell “C” station is 30.5 cents and my 
gas is 36.5 cents, which is the same price of gas before Shell started to wage 
this price war with the exception of 1 cent road tax which went on July 1, 1956, 
and the increase that Shell added in February and the increase that due to the 
raise the oilfield workers got which amounted to 1 cent. At the present my regu- 
lar gas is selling at 28.9 cents and today I will have to lower it to 27.9 cents 
because last week Shell at their “C” stations lowered the price to 27.9 cents. 
Other dealers are slowly lowering their price, too. Believe me when I say 
Shell was the first to cut the price on our margin and wages. 

One thing is to have competition, but it is difficult to have to fight your own 
company to get a livable income on your labor and investment. 

If I was now working for Standard Stations, Inc., with my rating of station 
manager AA and 7 years service, I would make between $450 and $475 per month 
with no investment at all, not even the uniforms you wear and working only 40 
hours a week. At my present station I have operated for 10 years with 6 men 
and myself, 24 hours a day with between $7,000 and $10,000 investment, plus 
$2,000 in account for wages, working between 10 and 15 hours a day, 7 days a 
week, I am making less than Standard stations boys with no investment. 

Jallonage on premium has dropped off 50 percent, profit on regular gas dropped 
off 50 percent, and I have lost my first position in gallonage to “C” operations 
which pumped over 55,000 gallons last month, and yet Mr. Kenneth Fisher, the 
manager of the “C” station at the north end of town, is going broke and another 
Shell dealer down the street is asking to be checked out. Two or three dealers 
are going out of business every week. All gasoline dealers have been most 
grievously injured by price discrimination and the dealers have suffered the 
blight of price discrimination with the destruction of their earnings and savings. 

We want immediate relief. I have contacted Shell’s district manager and have 
gotten promises. I was refused audience with the district manager, also wired 
president of Shell Oil Co., Mr. Burns, who answered that everything was going 
according to schedule. We have also appealed to Stanley Barnes, Assistant At- 
torney General; George Haddock, Department of Justice, Antitrust Division: 
John Gwynne, Chairman of the Federal Trade Commission, without any relief. 
Now we have appealed to Gov. Goodwin J. Knight and Attorney General Edmund 
G. Brown. 

rovernment agencies seem to favor big business over small enterprise. It 
should be the responsibility of Government to see to it that small business does 
not suffer in the hands of either big business or big government. I appeal to you 
as a taxpayer for immediate relief. We are planning now that if your office 
fails, to notify the President of the United States and march on to Washington 
if necessary. Desperate. 


Strers SHELL SERVICER. 
JoHN H. STrers. 
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{Bulletin No, 17) 


AMERICAN PETROLEUM INSTITUTE 


Care of Mr. Warren L. Baker, 50 West 50th Street, New York, N. Y. 






ma 


Gasoline is still cheap. It is still America’s biggest bargain. Such items as 
milk, coffee, and soft drinks retail for about 244 times more than gasoline, This 
is true today, even after the recent gasoline price advance. 

Mr. and Mrs. America pay an average of 3114 cents a gallon for regular grade 
gasoline today. However, State and Federal motorists taxes make up nearly 
9 cents of this amount. But even with taxes included, gasoline is cheap, costing 
only 2 cents per mile traveled. 

Gasoline weighs approximately 6 pounds a gallon, hence sells for 514 cents per 
pound including taxes. What else sells for so little these days? 


19.0 WHOLESALE 27.7 WHOLESALE 


6.9 3.8 


Gasoline takes a smaller portion of United States workers’ pay today than 
in the past. More gasoline can be bought today with an hour’s pay. Further- 
more, the quality of gasoline is far superior to earlier years. 

The average hourly wage of manufacturing employees, for example, will buy 
614 gallons of gasoline in 1957. Their hourly pay in 1948 would purchase only 
5% gallons. These costs include all State and Federal taxes. 

If it were not for high motorist taxes, manufacturing employees could buy 
nearly 9 gallons of gasoline in 1957 with each hour’s pay, in contrast with 
slightly less than 7 gallons in 1948, 
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Gasoline prices have risen less than most commodities. After the recent 
increase, wholesale gasoline prices are 22.7 percent above the 1947-49 average, 
and 7% percent above 1953. Few other commodities outside of farm products 
have had so small an increase. 

Taxes have grown faster than the retail price of gasoline. Without taxes, 
retail gasoline prices are only 18.5 percent above the 1947-49 average, while 
taxes are up 35 percent. Nevertheless, gasoline is still one of the biggest 
bargains in America today. 
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The committee will stand adjourned. 
(Whereupon, at 1:40 p. m., the subcommittee adjourned, to recon- 
vene at 10 a. m., Tuesday, April 30, 1957, at Chicago, Il.) 








